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Item 1. Reports to Stockholders.

The following is a copy of the report transmittedstockholders of Morgan Keegan Select Fund, the. {Fund”) pursuant to
Rule 30«1 under the Investment Company Act of 1940, as aexbiithe* 1940 Ac”) (17 CFR 270.3(-1):
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Annual Report
June 30, 2007

;4 Morgan Keegan
@ Select Fund, Inc.

Regions Morgan Keegan
Select Short Term Bond Fund

A bond fund for investors who seek a
high level of current income consistent
with the preservation of capifal primarily
from investment grade bonds,

Regions Morgan Keegan
Select Intermediate Bond Fund
A bond fund for investors who seek to
earmn a high fevel of income primarnily
from intermediate maturity, investment
iy grade bonds:

Regions Morgan Keegan
Select High Income Fund

A bond fund for investors who can
accept higher risk and seek to earn
a high level of incorme primarily from
below investment grade bonds
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An investor should consider each Furs investment objectives, risks, and charges angenses carefully before investing
or sending money. This and other important informamn about each Fund can be found in the Funds’ prosctus. To
obtain a prospectus, call toll-free 800-564-2188e&5e read the prospectus carefully before invegtin

[ NOT FDIC INSURED MAY LOSE VALUE NO BANK GUARANTEE |
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LETTER TO SHAREHOLDERS

Dear Fellow Shareholders,

We are pleased to present the enclosed annuat fep&egions Morgan Keegan Select Short Term Bewad, Regions
Morgan Keegan Select Intermediate Bond Fund andoRedviorgan Keegan Select High Income Fund (ed¢tuad” and,
collectively, the “Funds”). In this report, you Wiind information on each Fund’s investment objeetand strategy and learn
how your investment performed during the fiscalryeaded June 30, 2007. The portfolio managersalgth provide an
overview of the market conditions and discuss sofrthe factors that affected investment performahagng the reporting
period. In addition, this report includes each Farfithancial statements and portfolio of investnseas of June 30, 2007.

In recent months, we have seen the bond market coher considerable pressure as investors shunmeetype of
investment after another. At first, investors saldb-prime debt and it appeared that this was agmobelating exclusively to
the housing slowdown and marginal borrowers. As the summer advaricedstors turned their backs on other types oidk
as well including bonds unrelated to housing anetlated to marginal borrowers. Bond prices droppdustantially and
consequently so did the value of our Funds. Evdlgtua early August the bond markets for all bubtv@rnment bonds
ground to a virtual halt. During this entire periodir portfolio managers and staff have workedydititly to keep abreast of
developments in the markets and to make the bdhtsoflifficult situation.

As always, we appreciate your continued suppotthi®Regions Morgan Keegan Select family of funtls important to stay
focused on your long-term investment strategy. fowancial adviser can help you evaluate your ilidfs performance to
ensure that your diversified mix of investmentdésigned to help generate the long-term performgogegoals demand.
We remain committed to helping you pursue yourrfgial goals through investments in our fund famigu have our
commitment to bring you the highest level of ditiopd decision making and personal service to njeet financial needs.
you have any questions about the Funds, pleasas#dl-free at 800-564-2188.

Sincerely,

A J«r KM;—-—-

Brian B. Sullivan, CFA
President
Morgan Keegan Select Fund, Inc.

September 13, 2007
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ABOUT SHAREHOLDER AND FUND EXPENSES

All mutual funds have operating expenses andimhortant for our shareholders to understand thgairhof expenses on
their investments. As a shareholder of a Fund,rgay incur two types of costs: (1) transaction cdatduding sales charges
(loads) on purchases and on redemptions; and €abpg costs, including management fees; to thentxapplicable,
distribution (12b-1) fees and/or shareholder sewiees; and other Fund expenses. Operating edstd) are deducted from
a Fund'’s gross income, reduce the investment retiuttme Fund.

A Fund’s operating expenses are expressed as enpage of its average net assets, which is knowieasxpense ratio. The
following example is intended to help you to undemsl your ongoing costs (in dollars) of investinghe Funds and to
compare these costs with the ongoing costs of imges other mutual funds. The examples are basean investment of
$1,000 made at the beginning of the period and teelthe entire six-month period beginning Janugrg007 and ending
June 30, 2007.

The following table illustrates your Fund’s cosidwo ways:

Based on actual fund return. This section helps you estimate the actual es@®that you paid over the period. The
“Ending Account Value” shown is derived from therfls actual return, and the fourth column showsdibléar amount
that would have been paid by an investor who stastiéh $1,000 in the Fund. You may use the infoiorahere,
together with the amount you invested, to estinttageexpenses that you incurred over the periodplgidtivide your
account value by $1,000 (for example, an $8,600@ucvalue divided by $1,000 = 8.6), then multifite result by the
number given for your Fund under the heading eatitExpenses Paid During Period.”

Based on hypothetical 5% return. This section is intended to help you companar yeund'’s cost with those of other
mutual funds. The table provides information abdoygothetical account values and hypothetical exgebssed on the
Fund’s actual expense ratio and an assumed ragtush of 5% per year before expenses, which ighreFund’s actual
return. The hypothetical account values and exEemss/ not be used to estimate the actual endinguatbalance or
expenses you paid during the period. The exampledful in making comparisons because the Secustid Exchange
Commission requires all mutual funds to calculageemses based on the 5% return. You can asses§yndis costs by
comparing this hypothetical example with the hyptital examples that appear in shareholder repbdther funds.

2
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ABOUT SHAREHOLDER AND FUND EXPENSES

Please note that the expenses shown in the tablaeant to highlight and help you compare your angoosts only and do
not reflect any sales charges (loads) on purchases redemptions which may be incurred by sonthe@fund’s share
classes. Therefore, the hypothetical account vandsxpenses in the table are useful in comparigging costs only and
will not help you determine the relative total st owning different funds. In addition, if thesales charges (loads) were
included, your overall costs would have been higher

You can find more information about the Fund’s exges, including annual expense ratios for thefpasyears, in the
Financial Highlights section of this report. Fod#@nal information on operating expenses and ioshareholder costs,
please refer to the Funds’ prospectus.

Annualized Beginning Ending Expense
Expense Account Value Account Value Paid During
Ratio January 1, 2007 June 30, 2007 Period@®
SHORT TERM BoND FUND
Actua
Class A Shar 0.7¢% $ 1,00( $ 1,016.8! $ 3.8C
Class C Shari 0.9¢% 1,00( 1,014.8 4.8C
Class | Share 0.51% 1,00(¢ 1,018.0( 2.5¢
Hypothetical
(assuming a 5% return before expen
Class A Shar 0.7¢% $ 1,00( $ 1,021.0: $ 3.81
Class C Shar 0.9¢% 1,00( 1,020.0: 4.81
Class | Share 0.51% 1,00( 1,022.2° 2.5€
INTERMEDIATE BOND FUND
Actua
Class A Shar 0.7%% $ 1,00( $ 985.2( $ 3.6¢
Class C Shari 1.1(% 1,00( 983.4( 5.41
Class | Share 0.5(% 1,00( 986.3( 2.4¢€
Hypothetical
(assuming a 5% return before expen
Class A Share 0.7%% $ 1,00( $ 1,021.0¢ $ 3.7¢
Class C Shari 1.1(% 1,00( 1,019.3 5.51
Class | Share 0.5(% 1,00( 1,022.3: 2.51
HIGH INCOME FUND
Actua
Class A Share 1.0¢% $ 1,00( $ 969.6( $ 5.32
Class C Shar 1.5% 1,00( 967.2( 7.7¢€
Class | Share 0.84% 1,00( 970.8( 4.1C
Hypothetical
(assuming a 5% return before expen
Class A Share 1.0¢% $ 1,00( $ 1,019.3! $ 5.4€
Class C Shar 1.5% 1,00( 1,016.9: 7.95
Class | Share 0.8%% 1,00( 1,020.6: 4.21
@ Expenses are equal to each Fis annualized expense ratio, multiplied by the ageraccount value over the period, multiplied b$/285 (to reflect the one-
half year period).
3
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REGIONS MORGAN KEEGAN SELECT
SHORT TERM BOND FUND

OBJECTIVE & STRATEGY

Regions Morgan Keegan Select Short Term Bond Fealissa high level of current income consistent wittservation of
capital. The Fund invests primarily in investmeradg bonds rated, at the time of purchase, BBBgirer (or a comparable
rating) by at least one nationally recognized stiatl rating organization or, if unrated, deteredrby the Fund’s investment
adviser to be of comparable quality. The typeseolsities that the Fund may purchase include bohtsS. corporate and
governmental issuers, U.S. dollar-denominated bofifisreign issuers, mortgage-backed and otheit-dssxked securities,
and preferred stock. The Fund may also invest liatepalized mortgage obligations, repurchase ageses, adjustable rate
securities and payable in-kind bonds. The aver#getere maturity of the Fund’s portfolio will geraly be three years

or less.

INVESTMENT Risks: Investors in any bond fund should anticipatetflations in price. Bond prices and the valuearfth
funds decline as interest rates rise. Bonds witiyéo-term maturities generally are more vulneraéblaterest rate risk than
bonds with shorter-term maturities.

MANAGEMENT DISCUSSIONOF FUND PERFORMANCE

For the fiscal year ended June 30, 2007, RegiongafoKeegan Select Short Term Bond Fund’s Cladsates had a total
return of 5.36%, based on net asset value. The'§totdl return surpassed the Lehman Brothers 28rYJ.S.
Government/Credit Index™ twelve-month total return of 5.34%. For Class Aafds, the Fund paid $0.52 in distributions per
share during the twelve-month period ended Jun@0y7.

The Fund’s performance was helped by improved plistearnings over the past twelve months and Inyestightening of
credit spreads in the short-term corporate delibeeduring May and June, the Fund’s net assetevaime under pressure
from a dramatic increase in short-term interegsads measured by the two-year Treasury, andviidening credit spreads
in the mortgage-backed and structured finance secto

Although the assets in the Fund’s portfolio areestment grade with floating rate coupons or shatunities, the turmoil in
the mortgage-backed market did have some impattteoRund during May and June. Our expectationasttie current
turmoil in the mortgage market will eventually lethé Federal Reserve to lower short-term rategtatdeconomic growth
will begin to slow by the fourth quarter of thisareshowing the effects of tighter credit condidon

4
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REGIONS MORGAN KEEGAN SELECT SHORT TERM BOND FUND
In our opinion, the fallout in the mortgage markety present some very attractive high quality itmesit opportunities for

the Fund over the next six months. Further, soheeation to fixed coupon bonds in the 2-3 year mtuange may be
warranted if in fact we do see the Federal Reseegin to lower short-term rates.

James C. Kelsoe, Jr., CFA David H. Tannehill, CFA
Senior Portfolio Manager Portfolio Manager
Morgan Asset Management, | Morgan Asset Management, |

Market forecasts provided in this report may notessarily come to pass. There is no assurancehkatund will achieve i
investment objectives. These views are subjedtange at any time based upon market or other cmmdit and Morgan
Asset Management, Inc. disclaims any responsiltiditypdate such views. The Fund is subject to maide which is the
possibility that the market values of securitiesied by the Fund will decline and, therefore, thiigaf the Fun’s shares
may be less than what you paid for them. Accorglingdu can lose money investing in the Fund.

INDEX DESCRIPTION

(@) The Lehman Brothers 1-3 Year U.S. Government/Cheditx is an index composed of all bonds of investmgrade
quality with a maturity between one and three yea@le index is unmanaged and, unlike the Fundptigffected by
cashflows or trading and other expenses. It ispussible to invest directly in an index.

5
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REGIONS MORGAN KEEGAN SELECT
SHORT TERM BOND FUND

PORTFOLIO STATISTICS!

AS OF JUNE 30, 2007

Average Credit Qualit
Current Yielc

Yield to Maturity

Duratior

Average Effective Maturil
Total Number of Holdinc

t The Fun(s composition is subject to chan

CREDIT QUALITY *

AS OF JUNE 30, 2007

A+

5.17%
6.52%
1.86 Year
2.48 Year
76

% OF DEBT SECURITIES

% OF DEBT SECURITIES

Government Guarante
AAA

AA

A+

A

t The Fun(s composition is subject to chan

ASSETALLOCATIONt

AS OF JUNE 30, 2007

7.6%
26.2%
7.1%
3.1%
8.0%

A-

BBB+
BBB
BBB-
Not Rates
Total

11.0%
4.7%
19.4%
5.6%
7.3%

100.0%

% OF TOTAL INVESTMENTS

Corporate Bonc

Collateralized Debt Obligatio
Collateralized Mortgage Obligatic
Government & Agency Securiti
U.S. Treasury Obligatiol

Home Equity Loar

Equipment Leas:

Commercial Loar

Preferred Stocl
Certificate-Backed Obligatior
Franchise Loar

Shor-Term Investmen

Total

Tt The Fun(s composition is subject to chan

http://lwww.sec.gov/Archives/edgar/data/1072377/A@EB1L2507213143/dncsr.h

32.5%
16.6%
14.9%
9.5%
5.8%
3.1%
5.1%
3.6%
2.7%
2.3%
0.8%
3.1%

100.0%
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REGIONS MORGAN KEEGAN SELECT
SHORT TERM BOND FUND

GROWTHOF A $10,000 NVESTMENT

CLASS A SHARES

The graph below illustrates a hypothetical investhod $10,000 in Regions Morgan Keegan Select Shemtn Bond Fund—
Class A Shares from the commencement of investoarations on March 8, 2001 to June 30, 200@mpared to the
Lehman Brothers 1-3 Year U.S. Government/Crediex#d

£13,500

m—— Shuil Teermn Bond Fand--Class A Shires

13,000 - Letiman Brothers 1-3 Year TS, GovemmentCredit Trdex e
5 S12.Tal
§12.500 - 512,633
B2, 000 4
$11.500

EIRRELIE

FRL0H) o

54,500 4

4,00

T u T T T T T
3] Gkl il TR Gl 605 ] WOT

GROWTHOF A $10,000 NVESTMENT

CLASS C SHARES

The graph below illustrates a hypothetical investhod $10,000 in Regions Morgan Keegan Select Shemtn Bond Fund—
Class C Shares from the commencement of investapatations on November 4, 2005 to June 30, 20@dmpared to the
Lehman Brothers 1-3 Year U.S. Government/Crediexid

B11.000 . bt Teeren Bond Fland——Class O Shares
Lehiman Berothers 13 Year U8, GovemnmentCredit Tndex 510,522
510, TAY
FI0CE00 o
H10,000 o
59,500 — T 7
1 LS 12058 Gl T
7
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REGIONS MORGAN KEEGAN SELECT
SHORT TERM BOND FUND

GROWTHOF A $10,000 NVESTMENT

CLASS | SHARES
The graph below illustrates a hypothetical investhod $10,000 in Regions Morgan Keegan Select Shemtn Bond Fund—
Class | Shares from the commencement of investomarations on January 5, 2001 to June 30, @0inpared to the
Lehman Brothers 1-3 Year U.S. Government/Crediex{d
$13.300 m—— Shuil Teermn Bond Fand--Class T Shianes i
514,140

B3, 00 - Lehmin Bradhers -3 Year ULS, Govemment®Uredil Trdlex §12.903
$I12.50H1 -

F12,000 4

£ 1,500

EIRRELIE

FRL0H) o

S0 S0

4,00 | 7 T T T T 3
1Ak Gtk il Hilt k) 605 ] WOT
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REGIONS MORGAN KEEGAN SELECT
SHORT TERM BOND FUND

PERFORMANCE INFORMATION

AVERAGE ANNUAL TOTAL RETURNS

COMMENCEMENT
SIX 1 5 OF INVESTMENT
AS OF JUNE 30, 200® MONTHS* YEAR YEAR OPERATIONS®)
CLASS A SHARES** 0.15% 3.7¢% 4.06% 3.71%
(EXCLUDING SALES LOAD) 1.68% 5.3¢% 4.38% 4.02%
CLASS C SHARES*™* 0.41% 4.01% N/A 4.58%
(EXCLUDING cDSQ) 1.48% 5.0€% N/A 4.58%
CLASS | SHARES 1.8(% 5.62% 4.64% 4.3(%
LEHMAN BROTHERS1-3 YEAR
U.S. GoVERNMENT/CREDIT INDEX® 2.16% 5.34% 3.1%% N/A

* Not annualized for periods less than one y:
**  Reflects the maximum sales load of 1.5
**  Reflects the maximum contingent deferred saleggen@DSC) of 1.00% for shares redeemed within eae gf purchase

(1) Effective July 1, 2006, Morgan Asset Management,dgreed to voluntarily waive a portion of its ¢é@ttual investmer
advisory fee. Absent this waiver, which is subjechange at any time, performance would have hmeger. Please see
Note 3 to the Financial Statements for more infdfamaon the waiver

@ The Lehman Brothers 1-3 Year U. S. Government/Chediex is an index composed of all bonds of irmest grade with
a maturity between one and three years. Total retdior the index shown are not adjusted to reflat¢s charges,
expenses or other fees that the Securities andaExghCommission requires to be reflected in thedRuperformance.
The index is unmanaged and, unlike the Fund, isffetted by cashflows or trading and other expsniéés not possible
to invest directly in an index.

@) The Fund’s Class A Shares, Class C Shares and Ciisares commenced investment operations on March
2001, November 4, 2005 and January 5, 2001, resdet

Performance data quoted represents past performancghich is no guarantee of future results. Investmerreturn and
principal value will fluctuate so that an investor’s shares, when redeemed, may be worth more or ldbsin their
original cost. Fund performance changes over timeral current performance may be lower or higher thanwhat is
stated. For the most recent performance, call tolfree 800-564-2188. The Fund'’s performance resultseashown on a
total return basis and include the reinvestment o&ll dividends and capital gain distributions in theFund. Returns
shown in the chart and table above do not reflechie deduction of taxes that a shareholder would pagn Fund
distributions or the redemption of Fund shares. Mutal funds are not bank deposits or obligations, areot guaranteed
by any bank and are not insured or guaranteed by tb U.S. government, the Federal Deposit Insurance @mration,
the Federal Reserve Board or any other governmentggncy. Investment in mutual funds involves investn risk,
including possible loss of principal.
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REGIONS MORGAN KEEGAN SELECT
SHORT TERM BOND FUND

PORTFOLIO OF INVESTMENTS

June 30, 2007

Pagel4 of 10¢

Principal
Amount/
Shares Description Value (b)
Asse-Backed Securitie-Investment Grad-30.5% of Net Asse
Certificate-Backed Obligations “CBO")-2.3%
2,000,00! American General CBO Ltd. 20-1A B1, 6.688% 8/24/12 (a)( $ 2,017,501
Collateralized Debt Obligations “CDQO”)-16.0%
1,500,00! Acacia CDO, Ltd. 10A D, 8.360% 9/7/46 (a. 1,350,00!
1,352,49 CDO Repackaging Trust Series 2-A 1, 7.156% 1/17/36 (a)( 1,345,73.
1,201,28! Diversified Asset Securitization Holdings Il LP 34, 7.873% 9/15/3 1,250,15:
1,000,00! Fort Dequesne CDO Ltd. 20-1A D, 8.820% 10/26/46 (a)( 792,50(
2,000,00t Fulton Street CDO Ltd. 1A A2, 6.208% 4/20/37 (e 1,920,00t
1,433,73 Harborview CDO Il Ltd. 3A A, 5.850% 9/15/31 (a) 1,189,99
1,500,00! Kodiak CDO 200-1A G, 8.856% 8/7/37 (a)( 1,365,00!
2,000,00t Kodiak CDO 200-2A C1, 6.767% 11/7/42 (a)l 1,975,00!
750,00( Pasa Funding Ltd. 20-1A D, 9.324% 4/7/52 (i 675,00(
500,00( Prado CDO Ltd. 20¢-1A C, 7.559% 11/15/14 ( 501,88(
500,00( Stack Ltd. 200-1A D, 8.820% 3/27/40 (a)( 487,50(
1,500,001 Taberna Preferred Funding Ltd. 2-5A B1, 8.106% 8/5/36 (a)( 1,447,501
14,300,26
Commercial Loan=3.5%
371,57 Bank of Americ-First Union NB Commercial Mortgage 2(-3 Al, 4.890% 4/11/: 368,31¢
735,39} Bear Stearns Commercial Mortgage Securities -TOP2 A1, 6.080% 2/15/: 740,58
503,48: Morgan Stanley Capital | 20-1Q6 A1, 2.800% 12/15/< 497,74!
464,98t Morgan Stanley Dean Witter Capital | 2(-280 A1, 6.148% 2/3/16 ( 471,28:
1,019,36! Mortgage Capital Funding Inc. 1&-MC2 A2, 6.423% 6/18/: 1,020,621
3,098,55.
Equipment Lease—4.9%
1,884,44. Aerco Limited 2A A3, 5.780% 7/15/25 | 1,608,84
999,80: Aviation Capital Group Trust 20-1A Al, 5.800% 11/15/25 ( 879,82!
1,872,75: Aviation Capital Group Trust 20-3A C1, 8.570% 12/25/35 (a) 1,900,84!
4,389,51.
Franchise Loan<0.8%
672,39: Atherton Franchisee Loan Funding 1-A A2, 7.230% 4/15/12 (i 681,84¢
44,09: FMAC Loan Receivables Trust 1¢-C A, 6.750% 12/15/1 44,01:
725,86(
Home Equity Loans3.0%
940,00( ACE Securities Corp. 20-SL1 M4, 6.110% 6/25/: 859,85(
81,20¢ Empire Funding Home Loan Owner Trust 1-1 M2, 9.500% 5/25/2 81,35¢
538,13¢ Equifirst Mortgage Loan Trust 20-1 M3, 9.070% 12/25/: 503,07«
109,19 Home Equity Asset Trust 20-4 B2, 9.320% 10/25/33 ( 27,29¢
1,000,001 Master Asse-Backed Securities Trust 2C-HE1 M11, 8.820% 9/25/34 ( 910,00(
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitie, Financial Statements.
10
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REGIONS MORGAN KEEGAN SELECT
SHORT TERM BOND FUND
PORTFOLIO OF INVESTMENTS

Pagelt of 10€

June 30, 2007

Principal
Amount/
Shares Description Value (b)
Asse-Backed Securitie-Investment Grade (continue
Home Equity Loans (continued
284,92¢ Morgan Stanley Home Equity Loan Notes 2-2NA N1, 6.250% 2/25/36 (a)( $ 279,23(
37,21« SB Finance Trust 20-KS6N A1A, 4.750% 7/25/35 (a)( 35,35:
2,696,16
Total Asset-Backed Securities—Investment Grade
(cost $27,905,379) 27,227,85
Corporate Bond-Investment Grad-28.5% of Net Asse
Agriculture -1.1%
1,000,00 Cargill Inc., 6.150% 2/25/08 ( 1,001,021
Commercial Banks-1.2%
1,000,001 Compass Trust |, 8.230% 1/15 1,041,15!
Communications-1.1%
1,000,001 COX Enterprises Inc., 4.375% 5/1/08 989,97¢
Cruise Lines-0.6%
500,00( Carnival Corp., 3.750% 11/15/ 497,01¢
Electronics1.5%
1,350,001 Ametek Inc., 7.200% 7/15/i 1,362,89!
Finance-10.4%
3,000,00! Countrywide Home Loans Inc., 4.250% 12/1¢ 2,982,25!
1,000,001 General Electric Capital Corp., 4.875% 10/2: 984,45
1,000,00 General Electric Capital Corp., 5.720% 8/2: 999,76¢
1,000,001 JP Morgan & Co. Inc., 6.700% 11/1 1,003,94
2,000,00! Lehman Brothers Capital Trust VII, 5.857% 11/2¢ 1,959,111
1,000,001 MBNA Capital A, 8.278% 12/1/% 1,043,57
400,00( SLM Corp., 4.820% 1/31/: 325,53:
9,298,64!
Hotels-1.1%
1,000,001 Hospitality Properties Trust, 7.000% 3/1 1,007,50:
Industrials-2.2%
500,00( Golden State Petroleum Transport, 8.040% 2. 526,80!
560,00 Grupo Minero Mexico SA de CV, 8.250% 4/1 570,36(
814,00( Ispat Inland ULC, 9.750% 4/1/ 902,17
1,999,34.
Insurance-1.1%
1,000,001 Unitrin Inc., 5.750% 7/1/C 1,001,16.
Special Purpose Entitie-5.6%
2,000,001 Cyrus Reinsurance Holdings, 6.360% 9/1/08 ( 2,035,001
1,000,001 Parc-R 200°-8, 5.321% 1/25/46 (a)( 1,000,00t
The Notes to the Financial Statements are an iatt@art of, and should be read in conjunction witle, Financial Statements.
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June 30, 2007

Principal
Amount/
Shares Description Value (b)
Corporate Bond-Investment Grade (continue:
Special Purpose Entities (continuec
2,000,00! Steers Delaware Business Trust z-A, 7.610% 6/20/18 (a)( $ 2,000,001
5,035,001
Technology-1.1%
1,000,00! NCR Corp., 7.125% 6/15/! 1,021,55.
Telecommunication-1.5%
1,200,001 US Unwired Inc., 10.000% 6/15/ 1,299,43
Total Corporate Bond-Investment Grad
(cost $25,781,320) 25,554,70
Corporate Bond-Below Investment Grade or Unrat—2.8% of Net Asse
Finance-2.8%
1,000,001 Mainstreet Capital Trust I, 8.900% 12/1 1,053,34;
1,500,001 US AgBank FCB, 6.110% 4/29/49 1,477,15!
2,530,49
Total Corporate Bond-Below Investment Grade or Unrated (cost $2,554,( 2,530,49
Mortgage-Backed Securities—Investment Grade—14.4% of Nedeits
Collateralized Mortgage Obligations-14.4%

1,455,04! Banc of America Mortgage Securities Inc. 2-B 2A2, 4.095% 3/25/: 1,440,92!
239,46. Countrywide Alternative Loan Trust 2C-15 1A2, 5.042% 9/25/: 245,11
364,61 Countrywide Alternative Loan Trust 2C-15 2A2, 5.080% 9/25/: 360,00¢

1,320,27. Countrywide Alternative Loan Trust 2C-82 B2, 7.320% 2/25/: 1,259,79;

2,751,98 Countrywide Alternative Loan Trust 2C-49CB A5, 5.500% 11/25/: 2,684,69!

1,000,001 Deutsche Mortgage Securities, Inc. 2-RS1 N2, 7.237% 9/27/35 (a) 980,00(
596,23 GSR Mortgage Loan Trust 2C-1 OF 1A1, 4.500% 8/25/. 585,64

1,519,97 Harborview Mortgage Loan Trust 2(-6 5A, 4.664% 8/19/z 1,478,73
185,46! Harborview Mortgage Loan Trust 2(-4 3A, 6.070% 6/19/2 184,96!

1,000,001 Park Place Securities Inc. 2cWCW1 M8, 8.820% 9/25/: 926,69¢

1,500,001 Structured Adjustable Rate Mortgage Loan Trust -8 4A2, 5.986% 9/25/: 1,488,27
864,27 Structured Asset Investment Loan Trust z-BC12 M2, 7.070% 11/25/: 861,53
391,31 Washington Mutual Inc. 20-AR10 A4, 4.058% 10/25/: 388,87!

Total Mortgage-Backed Securitie-Investment Grad
(cost $13,117,849) 12,885,27
Government & Agency Securities—9.1% of Net Assets
1,139,90 Fannie Mae 20(-129 MB, 4.000% 12/25/16 ( 1,127,13!
1,000,00! Fannie Mae Discount Note, Zero Coupon Bond 10/3(d{ 982,89.
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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June 30, 2007

Principal
Amount/
Shares Description Value (b)
Government & Agency Securities (continue
5,000,001 Fannie Mae Discount Note, Zero Coupon Bond 12/284 $ 4,873,95!
125,06° Small Business Administration 2C-P10B 1, 6.344% 8/1/: 126,47
1,109,39 Small Business Administration Participation Cectifies 200-20E 1, 4.640% 5/1/: 1,053,39
Total Government & Agency Securities
(cost $8,242,612) 8,163,85!
U.S. Treasury Obligatior-5.6% of Net Asse
5,000,001 United States Treasury Bill, Zero Coupon Bond I 4,992,46'
Total U.S. Treasury Obligations
(cost $4,992,467) 4,992,46
Preferred Stock-2.6% of Net Asse
60,00( The Mills Corp. (c)(e 1,530,001
30,00( Preferred Pa-Through Trust 20(-B BAC B (a)(e 802,50(
Total Preferred Stock
(cost $2,307,000) 2,332,501
Eurodollar Time Deposit—-3.0% of Net Asse
State Street Bank & Trust Company Eurodollar tirepasits dated June 29, 2007, 2.800%, maturing,@18220 on July @
2007 2,713,38
Total Investments—96.5% of Net Assets
(cost $87,614,054) 86,400,53
Other Assets and Liabilities, n—-3.5% of Net Asse 3,137,63
Net Asset $ 89,538,16

(a) These securities are sold within the termsmiate placement memorandum, are exempt fronstragion under Rule 144A under the Securities Ad983, as
amended, and may be resold in transactions exeomtregistration, normally to qualified institutiabuyers. Pursuant to procedures adopted by thedBuf

Directors, these issues have been determinedliquié by Morgan Asset Management, Inc., the F's investment advise

(b) See Note 2 of accompanying Notes to Financial Btm¢s regarding investment valuatio
(c) Nor-income producing securitie

(d) The issuer is a public-traded company that operates under a congressibager; its securities are neither issued noranteed by the U.S. governme

(e) Securities valued at fair va—See Note 2 and Note

The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
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| NTERMEDIATE BOND FUND

OBJECTIVE & STRATEGY

Regions Morgan Keegan Select Intermediate Bond Berés a high level of income by investing in imediate maturity,
investment grade bonds. The Fund seeks capitaltrasva secondary objective when consistent wéhFtimd’s primary
objective. The Fund invests primarily in investmgriade bonds rated, at the time of purchase, BBBigher (or a
comparable rating) by at least one nationally recoeyl statistical rating organization or, if undgtdetermined by the Fund’s
investment adviser to be of comparable quality. fijjpe of securities that the Fund may purchaseidel).S. government
securities, corporate bonds, debentures, noteferpd stock, mortgage-backed and other asset-Hadaurities. The Fund
may also invest up to 35% of its assets in beloxestment grade bonds (rated BB+ or lower or conipanating, commonly
referred to as “junk bonds”), convertible secusitiend common stocks. The average effective matofitiye Fund’s portfolio
will generally be between three and ten years.

INVESTMENT Risks: Investors in any bond fund should anticipatetflations in price. Bond prices and the valuearfth
funds decline as interest rates rise. Bonds witiyéo-term maturities generally are more vulneraéblaterest rate risk than
bonds with shorter-term maturities. Below investtrgmade debt securities are considered specubaitberespect to an
issuer’'s capacity to pay interest and repay pradcmd are susceptible to default or decline inkeiavalue due to adverse
economic and business developments. An economiatomwor period of rising interest rates could adety affect the
ability of issuers, especially issuers of belowastiment grade debt, to service primary obligatenms an unanticipated
default could cause the Fund to experience a rigguict value of its shares.

MANAGEMENT DISCUSSIONOF FUND PERFORMANCE

For the fiscal year ended June 30, 2007, RegiongafoKeegan Select Intermediate Bond Fund’s ClaSédres had a total
return of 2.88%, based on net asset value. The'§twidl return underperformed the Lehman Brothietsrmediate U.S.
Aggregate Index® twelve-month period total return of 5.99%. For &l& Shares, the Fund paid $0.66 in distributicrs p
share during the twelve-month period ended Jun@@07.

At about mid-year in 2006, we made a decision mgtleen the duration of the Fund’s portfolio by isgjlsome of our floating
rate assets and moving the proceeds into longed fiate assets. The majority of the new purchases worporate bonds
many of which were in the financial and insuraneetars since those sectors offered attractive yiatl good relative value.
Our portfolio change was in anticipation of sloveepnomic growth accompanied by lower long-termsated an eventual
lowering of short-term rates by the Federal Reserve
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REGIONS MORGAN KEEGAN SELECT
| NTERMEDIATE BOND FUND

As 2006 came to a close not only had long-ternsrdtepped by 40-50 basis points, but credit spreadsss all sectors had
tightened significantly creating very satisfyingaioreturn performance for the first six monthghaf fiscal year.

The next six months, however, proved to be quiddfarent story. Even with first quarter GDP comiimgat just under 1.0%
growth, the market began to anticipate an accéberatf growth in the second half of 2007. From & lgeld of 4.5% of the
ten-year Treasury in mid March rates increasedkiyio a high of 5.3% by mid June. This rate ing@aombined with a
general widening of credit spreads generated ceraily more net asset value erosion in the Funaweawere able to make
up for with portfolio earnings. The Fund also stéfifrom declining market values of assets in tloetgage-backed and
structured finance arenas. Although rated in tipefooir credit rating categories (AAA, AA, A, and BBthese assets came
under considerable selling pressure during the Mdtme time frame.

Looking ahead, we are still of the opinion thaenesst rates will trend lower and that at some pioi2007 the Federal
Reserve will begin lowering short-term rates. Ferffas some liquidity returns to the fixed incomerkets we would expect
the valuations of investment grade mortgage-baeketother structured finance securities to retormore predictable and
less volatile price fluctuations.

' :
&/;Kjﬁw—

James C. Kelsoe, Jr., CFA
Senior Portfolio Manager
Morgan Asset Management, Inc.

Market forecasts provided in this report may notessarily come to pass. There is no assurancehkatund will achieve i
investment objectives. These views are subjedtange at any time based upon market or other cmmdit and Morgan
Asset Management, Inc. disclaims any responsiltditypdate such views. The Fund is subject to naidle which is the
possibility that the market values of securitiesied by the Fund will decline and, therefore, thiigaf the Fun's shares
may be less than what you paid for them. Accorglingdu can lose money investing in the Fund.
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| NTERMEDIATE BOND FUND

INDEX DESCRIPTION

@ The Lehman Brothers Intermediate U.S. Aggregatexisla broad-based unmanaged index of intermedle®e
investment grade fixed rate bonds, including goremt and corporate securities, agency mortgage-giassigh
securities, asset-backed securities and commemuigtgage-backed securities. The index is unmanagddunlike the
Fund, is not affected by cashflows or trading atttko expenses. It is not possible to invest diydotian index
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AS OF JUNE 30, 2007

| NTERMEDIATE BOND FUND

Average Credit Qualif
Current Yielc

Yield to Maturity

Duratior

Average Effective Maturil
Total Number of Holdinc

t The Fun(s composition is subject to chan

CREDIT QUALITY *

AS OF JUNE 30, 2007

A_

6.97%
7.92%
6.36 Year
8.48 Year
19z

% OF DEBT SECURITIES

% OF DEBT SECURITIES

Government Guarante 1.2% A- 10.7%
AAA 12.8% BBB+ 6.0%
AA 2.5% BBB 30.0%
AA- 5.6% BBB- 8.0%
A+ 5.4% BB+ or Lowel 1.1%
A 9.3% Not Rate! 7.4%

Total 100.0%
Tt The Fun(s composition is subject to chan
ASSETALLOCATION!
AS OF JUNE 30, 2007

% OF TOTAL INVESTMENTS
Corporate Bonc 42.8%
Collateralized Debt Obligatio 24.8%
Collateralized Mortgage Obligatic 14.7%
Home Equity Loar 5.1%
Equipment Leas: 3.6%
Preferred Stocl 2.7%
Government & Agency Securiti 2.2%
Certificate-Backed Obligatior 1.8%
Manufactured Housing Loa 1.0%
Credit Card 0.5%
Franchise Loar 0.5%
Shor-Term Investmen 0.3%
Total 100.0%
T The Fun¢s composition is subject to chan
18
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INTERMEDIATE BOND FUND

GROWTHOF A $10,000 NVESTMENT

CLASS A SHARES

The graph below illustrates a hypothetical investnog $10,000 in Regions Morgan Keegan Select inéeliate Bond
Fund—Class A Shares from the commencement of imegsgtoperations on March 22, 1999 to June 30, 20@¥pared to
the Lehman Brothers Intermediate U. S. Aggregadex#.

£18,000

. [t B Prind=Cliass A Shanns
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S0, 0001 o _,..-“"'r

4,00 T T ] T T T 7
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GROWTHOF A $10,000 NVESTMENT

CLASS C SHARES

The graph below illustrates a hypothetical investnog $10,000 in Regions Morgan Keegan Select inégliate Bond
Fund—Class C Shares from the commencement of investaparations on March 22, 1999 to June 30, 2007 coadda the
Lehman Brothers Intermediate U. S. Aggregate Ifidex

£18,000

. [t B Prind=Cliass € Shanns

17,0000 - Lehiman Brothers Intermesliate LS. Apgrepnte [ndex 517.013
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GROWTHOF A $10,000 NVESTMENT

CLASS | SHARES

The graph below illustrates a hypothetical investnog $10,000 in Regions Morgan Keegan Select inéeliate Bond
Fund—Class | Shares from the commencement of imergtoperations on March 22, 1999 to June 30, 20@pared to the
Lehman Brothers Intermediate U. S. Aggregate Ifidex

£19.000

$138, 000 A
517,000 4
H16,00H) A
£15,000 4
B14, 000 o
£13,000 4
$13,00H) A
511,000 4
B10,00H)

. [ it B Princ=Cliass 1 Shaes

Lehiman Brothers Intermesliate LS. Apgrepnte [ndex

4,00

LI} T " ] ] T T
IR BN e &1 602 603 & BNS 60 KOT

20

S1T.REY

515426

http://lwww.sec.gov/Archives/edgar/data/1072377/A@EB1L2507213143/dncsr.h 1/24/201(



N-CSFk Page2t of 10¢

REGIONS MORGAN KEEGAN SELECT
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PERFORMANCE INFORMATION

AVERAGE ANNUAL TOTAL RETURNS

COMMENCEMENT
SIX 1 5 OF INVESTMENT
AS OF JUNE 30, 200 MONTHS* YEAR YEAR OPERATIONS®

CLASS A SHARES™ (3.46% 0.82% 5.42% 6.75%
(EXCLUDING SALES LOAD) (1.489% 2.88% 5.85% 7.01%
CLAsS C SHARES™** (2.69)% 1.4(% 5.44% 6.62%
(EXCLUDING cDSQ) (1.66% 2.42% 5.4% 6.63%
CLAss | SHARES 1.3"% 3.0%% 6.0% 7.28%

LEHMAN BROTHERS
INTERMEDIATE U.S. AGGREGATE
INDEX® 1.22% 5.9%% 4.15% N/A

* Not annualized for periods less than one y:
**  Reflects the maximum sales load of 2.0
**  Reflects the maximum contingent deferred saleggen@DSC) of 1.00% for shares redeemed within eae gf purchase

@ The Lehman Brothers Intermediate U.S. Aggregatexrnsl a broad-based unmanaged index of intermedtlieBe
investment grade fixed rate bonds, including goremnt and corporate securities, agency mortgage-giassigh
securities, asset-backed securities and commemuistgage-backed securities. The index is unmanagddunlike the
Fund, is not affected by cashflows or trading atttko expenses. It is not possible to invest diyaotian index

@ The Fund's Class A Shares, Class C Shares and Chisares commenced investment operations on Mech999.

Performance data quoted represents past performanoghich is no guarantee of future results. Investmerreturn and
principal value will fluctuate so that an investor’s shares, when redeemed, may be worth more or lebsn their
original cost. Fund performance changes over timeral current performance may be lower or higher thanwhat is
stated. For the most recent performance, call tolfree 800-564-2188. The Fund'’s performance resultseashown on a
total return basis and include the reinvestment oéll dividends and capital gain distributions in theFund. Returns
shown in the chart and table above do not reflechie deduction of taxes that a shareholder would pagn Fund
distributions or the redemption of Fund shares. Mutial funds are not bank deposits or obligations, areot guaranteed
by any bank and are not insured or guaranteed by tb U.S. government, the Federal Deposit Insurance Gmration,
the Federal Reserve Board or any other governmentggncy. Investment in mutual funds involves investn risk,
including possible loss of principal.
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Principal

Amount/

Shares Description Value (b)

Asse-Backed Securitie-Investment Grad-36.6% of Net Asse
Certificate-Backed Obligations “CBO")-1.8%

10,000,00 CBC Insurance Revenue Securitization LLC 2-A C, 8.880% 2/15/23 ( $ 9,917,401
4,140,001 Galleria Ltd. 5A B, 6.250% 9/19/37 3,187,801
5,294,45! Legacy Benefits Insurance Settlements LLC -1 A, 5.350% 2/10/39 ( 4,938,08!

18,043,28

Collateralized Debt Obligations “CDO")-24.5%
9,000,00 Acacia CDO, Ltd. 10A D, 8.360% 9/7/46 (a 8,100,001
7,000,000 Attentus CDO Ltd. 20C-1A C2A, 6.810% 5/10/36 (a)( 6,720,001
5,000,001 Attentus CDO Ltd. 20C-1A D, 8.110% 5/10/36 (a)( 4,700,001
4,000,00 Attentus CDO Ltd. 20C-2A E1, 8.450% 10/9/41 (a)! 3,920,001
7,000,001 Attentus CDO Ltd. 20C-3A E2, 7.982% 10/11/42 (a) 6,895,00!
Bear Stearns Commercial Mortgage Securities -WF1 X, 0.417% 2/15/32 inter¢-only strips 859,55¢

10,143,72 CDO Repackaging Trust Series 2-A 1, 7.156% 1/17/36 (a)( 10,093,00

5,000,001 Charles River CDO 1X BV, 8.165% 12/9/37 4,850,001

Commercial Capital Access One Inc. 3A X, 2,466.1:2/15/09 intere-only strips (a 900,00t
4,204,49 Diversified Asset Securitization Holdings Il LP B4, 7.873% 9/15/3 4,375,53!
6,283,33 E-Trade CDO | 200-1A, 2.000% 1/10/40 (. 5,387,95!
6,000,001 Fiorente Funding Ltd. 20-1A M1, 12.000% 11/4/56 (a)( 5,280,001

14,000,00 G Square Finance Ltd. 2C-1A C1, 6.900% 4/5/51 (a)( 13,160,00
3,000,00 Grand Avenue CDO Ltd. 20-1A, 1.913% 4/5/46 (i 2,775,000
4,829,501 Grand Avenue CDO Ltd. 20-1A D, 8.150% 4/5/46 (a)( 4,648,39'
9,319,24: Harborview CDO Il Ltd. 3A A, 5.850% 9/15/31 (a) 7,734,97.
4,000,00 Highland Park CDO Ltd. 20(-1A E, 7.660% 11/25/51 (a)| 3,200,001
6,000,001 IMAC CDO Ltd. 200'-2A E, 9.856% 10/20/50 (a)i 5,734,44
4,718,75! Inman Square Funding Ltd. 2(-2X IV, 9.300% 10/6/40 (i 4,577,18
9,500,001 Kleros Preferred Funding Ltd. 2C-5A E, 8.606% 2/2/50 (a)( 9,025,001
6,000,001 Kodiak CDO 200-1A G, 8.856% 8/7/37 (a)( 5,460,001
7,000,001 Kodiak CDO 200-2A C1, 6.767% 11/7/42 (a)I 6,912,501
5,000,001 Kodiak CDO 200-2A E, 8.617% 11/7/42 (a)( 4,916,901
7,000,001 Lancer Funding Ltd. 20(-2A A3, 12.369% 7/15/47 (a)( 6,545,001
3,000,00! Lincoln Avenue Ass+Backed Securities CDO Ltd., 8.710% 7/5/46 (e 2,985,00!
6,000,001 Linker Finance PLC 16A E, 8.820% 5/19/45 (& 5,775,001

13,000,00 LNR CDO Ltd. 200-1A H, 6.000% 2/28/43 ( 11,010,09
2,000,001 Newbury Street CDO Ltd. 20-1A D, 9.100% 3/4/53 (a)( 1,875,001
6,912,03 Norma CDO Ltd. 20C-1A E, 9.760% 3/11/49 (a)( 5,529,62
2,983,88 Orchid Structured Finance CDO Ltd. 2i-3A E, 9.100% 1/6/46 (a)( 2,476,62.

The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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PORTFOLIO OF INVESTMENTS

June 30, 2007
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Principal
Amount/
Shares Description Value (b)
Asse-Backed Securitie-Investment Grade (continue
Collateralized Debt Obligations “CDQO") (continued)
8,000,001 Palmer Square 2A CN, 5.860% 11/2/45 (¢ $ 7,840,001
3,000,001 Pasa Funding Ltd. 20-1A D, 9.324% 4/7/52 (i 2,700,001
4,000,001 Prado CDO Ltd. 20¢-1A C, 7.559% 11/15/14 ( 4,015,041
7,000,00! Rutland Rated Investments ME-4A E, 8.820% 5/28/46 (a)( 5,250,00i
4,548,69 Sharps CDO 20(-1A D, 7.500% 5/8/46 (: 4,277,27
7,000,001 Stack Ltd. 200-1A D, 8.820% 3/27/40 (a)( 6,825,001
5,000,001 Taberna Preferred Funding Ltd. 2-3A D, 8.010% 2/5/36 (a)( 4,825,501
8,500,001 Taberna Preferred Funding Ltd. 2-5A B1, 8.106% 8/5/36 (a)( 8,202,501
7,000,001 Taberna Preferred Funding Ltd. 2-6A, 6.100% 12/5/36 (a)( 6,750,801
4,972,07 Tahoma CDO Ltd. 20(-1A D, 9.010% 6/18/47 (a)( 4,574,311
6,500,001 Tahoma CDO Ltd. 20(-2A D, 9.830% 9/15/47 (a)( 6,045,001
3,000,001 Trapeza CDO | LLC 20(-10A D2, 8.700% 6/6/41 (a)( 2,964,901
9,000,00t Trapeza CDO | LLC 20(-11A D2, 7.104% 10/10/41 (a)! 8,887,501
5,000,001 Vertical CDO Ltd. 200-CR1A F, 7.855% 4/22/46 (a): 4,975,001
5,000,001 Webster CDO Ltd. 20(-1A B2L, 9.205% 4/13/47 (a)( 3,500,001
248,054,61
Credit Cards—0.5%
5,000,00! Curzon Funding Ltd. HZ(-1 D, 8.156%, 2/1/95 ( 4,937,501
Equipment Lease-3.6%
8,479,99. Aerco Limited 2A A3, 5.780% 7/15/25 | 7,239,79
8,998,20 Aviation Capital Group Trust 20-1A Al, 5.800% 11/15/25 ( 7,918,42,
14,045,65 Aviation Capital Group Trust 20-3A C1, 8.570% 12/25/35 (a)i 14,256,33
9,944,001 Lease Investment Flight Trust 1 A2, 5.750% 7/1 7,461,46
36,876,01
Franchise Loan<0.5%
4,607,23! Atherton Franchisee Loan Funding 1-A A2, 7.230% 4/15/12 (i 4,672,011
FFCA Secured Lending Corp. 1¢-1, 1.089% 10/18/25 inter¢-only strips (a 279,41:
4,951,42
Home Equity Loans (Nor-High Loan-To-Value)-4.7%
2,434,001 ACE Securities Corp. 20-IN1 M6, 8.820% 5/25/2 2,376,50'
5,000,00t ACE Securities Corp. 20-HE2 M10, 8.570% 4/25/35 ( 4,400,001
5,000,001 ACE Securities Corp. 20-SL1 M4, 6.110% 6/25/: 4,573,67
1,893,45 Aegis Asse-Backed Securities Trust 2(-2 B3, 9.070% 6/25/34 ( 1,372,75
2,672,04. Equifirst Mortgage Loan Trust 20-1 M3, 9.070% 12/25/: 2,497,92
2,863,541 Home Equity Asset Trust 20-4 B1, 9.320% 10/25/: 1,600,73
873,54¢ Home Equity Asset Trust 20-4 B2, 9.320% 10/25/33 ( 218,38
3,375,000
Lake Country Mortgage Loan Trust 2(-HE1 M8, 8.570% 12/25/32 (a) 3,172,501
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Principal

Amount/
Shares Description Value (b)

Asse-Backed Securitie-Investment Grade (continue
Home Equity Loans (Nor-High Loan-To-Value) (continued;

9,842,16: Lehman XS Notes 20-10N1 Al, 7.250% 7/28/46 (a) $ 9,817,56:
3,009,00 Master Asse-Backed Securities Trust 2C-HE1 M11, 8.820% 9/25/34 ( 2,738,191
2,982,001 Meritage Mortgage Loan Trust 2(-3 B2, 8.320% 1/25/36 (a)! 1,938,301
2,564,35 Morgan Stanley Home Equity Loan Notes 2-2NA N1, 6.250% 2/25/36 (a)( 2,513,06
5,000,00t Park Place Securities Inc. 2(WCW2 M9, 7.320% 7/25/35 ( 4,150,001

782,13 Renaissance Home Equity Loan Trust 2-3 M6, 6.250% 12/25/% 775,73!

334,92! SB Finance Trust 20-KS6N A1A, 4.750% 7/25/35 (a)( 318,17¢
3,146,24! Soundview Home Equity Loan Trust 2(-A M11, 8.320% 4/25/35 (a)( 2,296,75
4,100,001 Terwin Mortgage Trust 20(-3SL B2, 6.000% 5/25/38 (a) 2,870,001

47,630,27
Manufactured Housing Loans1.0%
10,289,30 Mid-State Trust 20(-1 B, 7.758% 1/15/¢ 10,133,65
Total Asse-Backed Securitie-Investment Grad
(cost $389,582,982) 370,626,76
Asse-Backed Securities—Below Investment Grade or Uniht&.0% of Net Assets
Collateralized Debt Obligations “ CDO")-0.5%
4,000,001 Aladdin CDO | Ltd. 200-3A, 10.360% 10/31/13 (a)| 1,900,00!
5,151,62; MKP CBO | Ltd. 4A CS, 2.000% 7/12/40 (a) 3,090,97.
4,990,97.
Home Equity Loans (Nor-High Loan-To-Value)-0.4%

430,17: Aames Mortgage Trust 20-3 B, 7.130% 11/25/31 ( 86,03
2,416,60' Asse-Backed Securities Corp. Home Equity 2-HE1 M4, 9.820% 1/15/33 ( 193,32¢
4,000,001 Merrill Lynch Mortgage Investors Inc. 20-SL1 B5, 8.820% 6/25/35 (a) 2,520,001
1,221,04 Morgan Stanley Dean Witter Capital | 2(-NC3 B1, 8.470% 8/25/32 ( 1,062,31

999,48! Sharp SP | LLC Trust 20+HE1N NB, 10.000% 2/25/35 (a) 919,52¢

4,781,19
Manufactured Housing Loan=0.1%
300,00( UCFC Manufactured Housing Contract 1-1 M, 7.900% 1/15/2 199,12
Total Asse-Backed Securitie-Below Investment Grade or Unratt
(cost $15,952,690) 9,971,29
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Amount/
Shares Description Value (b)
Corporate Bond-Investment Grad-41.1% of Net Asse
Basic Materials—0.5%
5,000,001 Ispat Inland ULC, 9.750% 4/1/ $ 5,541,63
Commercial Bank6.6%
2,000,00! BB&T Capital Trust IV, 6.820% 6/12/! 1,983,98!
5,000,001 CBG Florida REIT Corp., 7.114% 2/15/49 4,936,82!
3,000,001 Compass Trust |, 8.230% 1/15 3,123,451
6,000,00! HBOS Plc, 6.657% 5/29/49 | 5,755,88.
7,000,00! HBOS Plc, 6.413% 9/29/49 | 6,551,82!
2,000,00! Mid America Capital Trust I, 10.200% 6/1/27 (a 2,095,00!
10,000,00 NIB Capital Bank, 5.817% 12/29/49 9,731,111
6,700,001 NorthGroup PFD Capital Corp., 6.378% 1/29/49 (i 6,599,501
13,000,00 PNC Preferred Funding Trust, 6.113% 3/29/4' 12,679,48
13,500,00 Bellsouth Telecommunications Inc. 7.000% 12/ 13,340,88
66,797,94
Cruise Lines-0.3%
2,654,001 Royal Caribbean Cruises Ltd., 7.250% 3/1! 2,598,70
Electronics-0.5%
5,000,001 Ametek Inc., 7.200% 7/15/ 5,047,761
Finance-7.7%
7,000,00! ABN Amro Bank NV/London, 9.360% 11/17/09 (a 6,965,00!
12,500,00 Barclays Bank PLC, 6.278% 12/29/49 12,286,50
8,000,001 BOI Capital Funding No. 3, 6.107% 8/29/49 7,532,90.
5,000,001 Capital One Capital Ill, 7.686% 8/15 5,149,45!
12,500,00 Catlin Insurance Company Ltd., 7.249% 12/31/4 11,893,91
13,000,00 CIT Group Inc., 6.100% 3/15/ 11,839,38
1,000,00! Lehman Brothers Capital Trust VII, 5.857% 11/2¢ 979,55!¢
2,000,00! MBNA Capital A, 8.278% 12/1/z 2,087,15:
1,500,00! Merrill Lynch & Co Inc., 6.110% 1/29/: 1,407,48!
14,000,00 PartnerRe Finance I, 6.440% 12/1 13,294,48
4,000,001 SLM Corp., 4.820% 1/31/: 3,255,32!
1,000,00! Wells Fargo Capital X, 5.950% 12/15 932,75(
77,623,91
Hotels-0.1%
1,500,00! Hospitality Properties Trust, 7.000% 3/1 1,511,25
Industrials-2.4%
8,208,001 Fisher Scientific International Inc., 6.125% 7/1(&} 8,054,101
17,000,00 Stanley Works Capital Trust I, 5.902% 12/1 16,059,25
24,113,35
The Notes to the Financial Statements are an iaft@art of, and should be read in conjunction witle, Financial Statements.
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Amount/
Shares Description Value (b)
Corporate Bond-Investment Grade (continue:
Insurance-4.1%
9,000,001 American International Group Inc., 6.250% 3/1! $ 8,509,622
6,900,001 AXA SA, 6.463% 12/31/49 (i 6,414,28
17,800,00 Liberty Mutual Insurance Co., 7.697% 10/15/9 17,317,83
4,100,001 Principal Life Income Funding Trust, 4.180% 3/1 3,719,68
5,700,001 Security Capital Assurance Ltd., 6.880% 6/17/4 5,662,43
41,623,86
Medical-0.5%
5,000,001 Universal Health Services Inc., 7.125% 6/3( 5,175,74
Oil & Natural Gas-0.1%
1,500,001 Tran«-Canada Pipelines, 6.350% 5/15/6 1,442,03
Retail-0.3%
3,500,001 The Home Depot Inc., 5.400% 3/1 3,280,87.
Special Purpose Entitie-16.7%
2,000,00t C10 Capital SPV Ltd., 6.722% 12/31/49 1,945,74
12,000,00 Canal Pointe Il LLC., 8.838% 6/25/14 (a 11,940,00
3,000,00! Cyrus Reinsurance Holdings SPC, 6.360% 9/1/08) 3,052,501
12,500,00 Duane Park | Ltd., 7.840% 6/27/16 (a 12,548,75
5,000,00t FIPT 0%-C JPM Class B, 8.125% 5/15/77 (a 5,101,901
7,500,001 Hybrid Capital Funding | LP, 8.000% 4/29/49 7,544,92:
13,000,00 ILFC E-Capital Trust I, 5.900% 12/21/65 12,927,53
5,000,001 InCaps Funding | Ltd., 7.360% 6/1/33 (a 4,975,001
12,500,00 JP Morgan Chase Capital XX, 6.550% 9/2¢ 12,038,07
15,000,00 Mangrove Bay Pa-Through Trust, 6.102% 7/15/33 14,510,40
459,41 MMCaps Funding | Ltd., 8.030% 6/15/31 503,06:
3,713,04 Muzinich CBO Il Ltd., 7.150% 10/15/13 (a) 3,843,00
17,000,00 Parc-R 200°-8, 5.321% 1/25/46 (a)( 17,000,00
13,000,00 Preferred Pa-Through Trust 2006, 6.500% 12/1/26 (a 13,065,00
4,000,001 Preferred Term Securities, Ltd., 9.098% 12/11/3¢e} 4,025,001
6,000,001 Pyxis Master Trust 20(-7, 10.320% 10/1/37 (a)( 6,000,001
3,000,00t Racers, 8.356% 10/15/13 (a 2,955,001
6,000,001 Rally CDO Ltd., 6.350% 3/30/10 (a) 5,940,001
29,000,00 Steers Delaware Business Trust z-A, 7.610% 6/20/18 (a)( 29,000,00
168,915,89
Technology-0.2%
2,000,001 NCR Corp., 7.125% 6/15/! 2,043,10
Telecommunication+0.2%
1,500,00! Telecom ltalia Capital SA, 7.200% 7/18 1,542,09!
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitie, Financial Statements.
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Amount/
Shares Description Value (b)
Corporate Bond-Investment Grade (continue:
Transportation-0.9%
9,000,00 Golden State Petroleum Transport, 8.040% 2. $ 9,482,49!
Total Corporate Bond-Investment Grad
(cost $426,419,779) 416,740,67
Corporate Bonds—Below Investment Grade or Unrated92 of Net Assets
Basic Materials—0.5%
4,910,001 Sappi Papier Holding AG, 6.750% 6/15/12 4,852,12
Consumer Good-0.5%
5,000,001 Deluxe Corp., 5.000% 12/15/ 4,500,001
Finance-0.2%
2,500,00t US AgBank FCB, 6.110% 4/29/49 2,461,92!
Industrials—-0.3%
3,750,001 Mueller Industries Inc., 6.000% 11/1, 3,482,81.
Special Purpose Entitie-0.5%

507,17 CA FM Lease Trust, 8.500% 7/15/17 538,19:
4,000,00! Preferred Term Securities X-2TR, 9.999% 3/22/38 (a)( 3,830,001
1,000,00! Pyxis Master Trust, 10.320% 10/1/37 (a 1,000,001

5,368,19.
Total Corporate Bond-Below Investment Grade or Unratt
(cost $20,848,000) 20,665,05
Mortgage-Backed Securitie-Investment Grad-14.1% of Net Asse
Collateralized Mortgage Obligation—14.1%
12,270,53 Countrywide Alternative Loan Trust 2C-49CB A5, 5.500% 11/25/. 11,970,51
2,998,35! Countrywide Alternative Loan Trust 2C-82 B2, 7.320% 2/25/: 2,860,99!
12,000,000 Countrywide Alternative Loan Trust 2006-6CB 1A5,
5.500% 5/25/3 10,897,02
Countrywide Alternative Loan Trust 2C-OA8 X 2.000% 6/25/47 intere-only strip: 2,010,70:
3,796,04 Deutsche AL™-A Securities 20C-0A1 N1, 6.500% 2/25/47 (a)! 3,796,04
3,000,00¢ Deutsche AL™-A Securities 20C-0A1 N2, 7.500% 2/25/47 (a)! 2,917,501
6,000,00! Deutsche Mortgage Securities, Inc. 2-RS1 N2, 2.237% 9/27/35 (a) 5,880,001
Harborview Mortgage Loan Trust 2C-2 1X, 1.283% 10/19/33 interw-only strips 215,22:
Harborview Mortgage Loan Trust 2C-1 X, 1.415% 4/19/34 intere-only strip: 93,62%
Harborview Mortgage Loan Trust 2(-8 X, 1.617% 11/19/34 intere-only strips (e 362,83:
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Shares Description Value (b)
Mortgage-Backed Securitie-Investment Grade (continue
Collateralized Mortgage Obligations (continued
7,894,78! Harborview Mortgage Loan Trust 2(-4 B10, 7.070% 5/19/47 ( $ 6,705,67.
7,994,88: Impac Secured Assets CMN Owner Trust 2-1 B3, 5.954% 7/25/: 7,874,79
15,512,02 Lehman Mortgage Trust 20-6 4A16, 6.000% 12/25/: 15,391,12
Mellon Residential Funding Corp. 2(-TBC1 X, 0.301% 2/26/34 intere-only strips (a)(e 246,441
9,000,001 Park Place Securities Inc. 2((WCW1 M8, 8.820% 9/25/: 8,340,29
14,500,00 Park Place Securities Inc. 2(WHQ2 M11, 7.820% 5/25/: 12,418,29
9,754,001 Residential Funding Mortgage Securities | 2-S6 A10, 6.000% 7/25/: 9,601,80!
1,674,901 SACO | Inc. 200-3A 1B3, 7.823% 9/25/40 ( 1,665,17.
180,47 Salomon Brothers Mortgage Securities VII Inc. z-1 B1, 9.000% 3/25/% 179,86
12,000,00 Structured Adjustable Rate Mortgage Loan Trust -3 3A2, 5.750% 4/25/: 11,940,98
11,009,00 Structured Adjustable Rate Mortgage Loan Trust -8 4A2, 5.986% 9/25/: 10,922,96
1,910,69' Structured Asset Investment Loan Trust z-BC12 M2, 7.070% 11/25/: 1,904,65!
174,87( Structured Asset Investment Loan Trust z-5A B, 6.750% 6/27/34 (a)( 159,13:
430,69: Structured Asset Securities Corp. 1-SP1, 9.000% 5/25/. 364,35¢
Washington Mutual Alternative Mortgage Pass ThroGgitificates 200-AR7 X2PP, 0.960% 9/25/46 interest-only
strips (e 3,334,77
11,000,00 Wells Fargo Mortgage Backed Securities Trust i-11 A18, 6.000% 9/25/: 10,700,15
Total Mortgage-Backed Securitie-Investment Grad
(cost $147,817,138) 142,754,95
Mortgage-Backed Securities—Below Investment Grade or Unid#8.8% of Net Assets
Collateralized Mortgage Obligations0.8%
4,759,40 Countrywide Alternative Loan Trust 2C-24 1B2, 7.014% 7/20/35 | 4,497,63.
13,131,00 GSAMP Trust 200-S2 M7, 7.250% 1/25/: 2,790,73
3,725,001 Sasco Trust 20(-BC2 N3, Zero Coupon Bond 2/27/33 (a 74,500
Total Mortgage-Backed Securitie-Below Investment Grade or Unratt
(cost $20,789,707) 7,362,86
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Amount/
Shares Description Value (b)
Government & Agency Securiti—2.2% of Net Asse
Fannie Ma-Aces 199-M6, 0.818% 3/17/37 intere-only strips (d 127,37
Fannie Ma-Aces 199-M3, 0.772% 6/25/38 intere-only strips (d 888,84
1,500,00! Federal Home Loan Bank System, Zero Coupon Bon@/301(d)(e 1,128,75!
10,000,00 Freddie Mac 3273 TE, 8.250% 8/15/35 7,960,88!
450,24 Small Business Administration 2C-P10B 1, 6.344% 8/1/: 455,31¢
1,017,84 Small Business Administration 2C-P10A 1, 6.030% 2/1/12 ( 1,012,75!
960,17¢ Small Business Administration 2C-P10A 1, 4.524% 2/10/13 | 943,37!
1,601,14 Small Business Administration 2C-P10A 1, 4.504% 2/1/14 ( 1,513,07:
131,15¢ Small Business Administration Participation Cectifies 199-20J 1, 8.300% 10/1/ 135,51:
101,38° Small Business Administration Participation Cectifies 199-20D 1, 7.500% 4/1/1 104,70t
68,15: Small Business Administration Participation Cectifies 200-20B 1, 7.730% 2/1/z 71,33%
110,59: Small Business Administration Participation Cectifies 200-20D 1, 7.470% 4/1/% 115,09!
1,766,971 Small Business Administration Participation Cectiies 200-20J 1, 5.760% 10/1/. 1,778,521
6,330,18! Small Business Administration Participation Cectifies 200-20E 1, 4.640% 5/1/: 6,010,68
Total Government & Agency Securiti
(cost $26,255,554) 22,246,23
Preferred Stock-2.7% of Net Asse
140,00( The Mills Corp. (c)(e 3,570,00t
400,00( Preferred Pa-Through Trust 20C-B BAC B (a)(e 10,700,00
13,00( RAM Holdings Ltd. (a)(e 12,870,00
Total Preferred Stock
(cost $27,461,020) 27,140,00
Eurodollar Time Deposit-0.3% of Net Asse
State Street Bank & Trust Company Eurodollar tirepasits dated June 29, 2007, 2.800%, maturing,48$306 on
July 2, 2007 3,481,79
Total Investment—-100.8% of Net Asse
(cost $1,078,608,664) 1,020,989,62
Other Assets and Liabilities, n—(0.8)% of Net Asse (7,569,85)
Net Asset 1,013,419,76
The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
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(a) These securities are sold within the termsmiate placement memorandum, are exempt fronstredgiion under Rule 144A under the Securities Adt983, as
amended, and may be resold in transactions exeomptregistration, normally to qualified institutiabuyers. Pursuant to procedures adopted by thedBuf
Directors, these issues have been determinedliquié by Morgan Asset Management, Inc., the F's investment advise

(b) See Note 2 of accompanying Notes to Financial Biat¢s regarding investment valuatio

(c) Nor-income producing securitie

(d) The issuer is a public-traded company that operates under a congressibagkr; its securities are neither issued noranteed by the U.S. governme
(e) Securities valued at fair va—See Note 2 and Note

(f) These securities are classified as Yankee Bondshveine U.S. dollar denominated bonds issued itthieed States by a foreign enti

The Notes to the Financial Statements are an iaft@art of, and should be read in conjunction witle, Financial Statements.
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OBJECTIVE & STRATEGY

Regions Morgan Keegan Select High Income Fund saé&lgh level of income by investing in below intraent grade bonc
(commonly referred to as “junk bonds”). The Fundksecapital growth as a secondary objective whesistent with the
Fund’s primary objective. The Fund generally inggstimarily in below investmergrade bonds. Except with respect to u
10% of its total assets, these debt securitiesheillated, at the time of purchase, CCC- or higvea comparable rating) by
at least one nationally recognized statisticahgatirganization or, if unrated, determined by thads investment adviser to
be of comparable quality. The Fund may also iniresivestment grade bonds. The types of secutities-und may purchase
include corporate bonds, mortgage-backed and ass&ed securities and other structured financecleshiconvertible debt
securities, U.S. government securities and munlieipd foreign government obligations. The Fund rfmagst up to 15% of
its total assets in foreign debt and foreign egséyurities and up to 25% of its total assets mektic equity securities,
including common and preferred stocks. Such seesanihay include common stocks of real estate invest trusts and
utilities. The average effective maturity of thenBlis portfolio will generally be between three diftken years. The Fund is
closed to new investors.

INVESTMENT Risks: Investors in any bond fund should anticipatetfhations in price. Bond prices and the valuearfh
funds decline as interest rates rise. Bonds witlyéo-term maturities generally are more vulnerablaterest rate risk than
bonds with shorter-term maturities. Below investtrgmade debt securities are considered specubaitherespect to an
issuer’'s capacity to pay interest and repay pradcmd are susceptible to default or decline inkeiavalue due to adverse
economic and business developments. An economiatomor period of rising interest rates could aded affect the
ability of issuers, especially issuers of beloweastment grade debt, to service primary obligatems an unanticipated
default could cause the Fund to experience a rigguict value of its shares.

MANAGEMENT DISCUSSIONOF FUND PERFORMANCE

For the fiscal year ended June 30, 2007, RegiongdfoKeegan Select High Income Fun€lass A Shares had a total re
of 1.97%, based on net asset value. The Fund'bragtan underperformed the Lehman Brothers Ba High Yield Index’s
@ twelve-month period total return of 9.36%. For $3l& Shares, the Fund paid $1.14 in distributisrsspare from net
investment income and $0.07 per share in distdbstirom capital gains during the twelve-month péended June 30,
2007.
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The year-end results, as disappointing as theydarapt adequately communicate the difficulty ia thigh-yield market
during the last twelve months. During the last lo&l2006, we struggled to find assets that wereegeotely attractive from
a yield standpoint. Portfolio earnings were inchegly difficult to maintain as evidenced by our dignd distributions. Not
only did we have to deal with falling interest afeom June through December, but credit spreascampressed to the
lowest levels of this cycle, which made it mordfidiflt to buy bonds with higher yields.

Then, beginning in late February of this year tbmplete reverse began to unfold. From the beginofrigarch until mid
June the yield on the ten-year Treasury increasedidy from around 4.5% to a high of 5.3%. Howeweploding credit
spreads in the sub-prime mortgage and CDO sectntsiimuch more detrimental effect on the Fund'sf@ar. The
depressing effect on security prices due to higleéinquencies and higher foreclosures in the sirbgomortgage sector
eventually spread to other types of mortgage-rélageurities, including all structured finance proid, and finally to
corporate debt.

As has always been the case, the Fund is certaiotg sensitive to credit conditions than to overd#rest rates and that
characteristic was quite evident during the Mangheltime frame. Since the Fund’s inception in 19989as utilized
mortgage-backed and structured finance instrunexensively to add diversity and enhance incomsusecorporate-only
funds. Over the past eight years, this allocatias $erved the Fund well. However, the credit crurashbeen especially ha
on residential mortgage performance especially anamrowers with sub-prime credit metrics. Althoughny of the Fund’s
mortgage-related securities and collateralized debttures continue to pay principal and inteassscheduled, basic credit
measures have eroded to varying degrees and comnbitieexceptionally negative market sentiment, keiprices for these
securities have declined dramatically.

What began as the erosion of credit quality in gtibie mortgage-backed bonds, in a matter of threeths had spread to
virtually every area of credit and, as everyonedeeddor the exit at the same time, became a liguadunch as well. Given
the leverage that is so frequently employed irfittexl income capital markets, we consider this itregtle to be more of an
exercise in leverage reduction than outright crdéfaults. What was an ocean of liquidity has qyitlecome a desert. As
everyone sold assets to reduce leverage, secuiggspvere driven down since supply was larger themand. Certainly
market conditions as they exist right now preséenty of opportunities, but our first objective nibe to identify liquidity
where available, reduce the volatility of the Fumnportfolio, and redeploy cash into those sectuasdre least vulnerable to
further liquidity shocks and present total retupportunities that will help the Fund regain some
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net asset value and earn a consistent streamahicTo resolve the current credit/liquidity crunveiti take some time and
probably some help from the Federal Reserve, laseticonditions have presented the best opportsibitieuy assets that we
have seen since the inception of the Fund in 1999.

9,1" ,e‘f'f;#_

James C. Kelsoe, Jr., CFA
Senior Portfolio Manager
Morgan Asset Management, Inc.

Market forecasts provided in this report may notessarily come to pass. There is no assurancehkatund will achieve i
investment objectives. These views are subjedtange at any time based upon market or other cimmdit and Morgan
Asset Management, Inc. disclaims any responsiltditypdate such views. The Fund is subject to naiste which is the
possibility that the market values of securitiesied by the Fund will decline and, therefore, thiigaf the Fun’s shares
may be less than what you paid for them. Accorglingdu can lose money investing in the Fund.

INDEX DESCRIPTION

(@) The Lehman Brothers Ba U.S. High Yield Index iscadl-based unmanaged index of Ba fixed rate, neastment grade
debt. All bonds included in the High Yield Indexsirhe dollar-denominated, nonconvertible, haveeast one year
remaining to maturity, and an outstanding par vatdet least $150 million. The index is unmanaged, ainlike the Fun
is not affected by cashflows or trading and othgremses. It is not possible to invest directlynriradex.
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PORTFOLIO STATISTICS!

AS OF JUNE 30, 2007

Average Credit Qualit
Current Yielc

Yield to Maturity

Duratior

Average Effective Maturil
Total Number of Holdinc

t The Fun(s composition is subject to chan

CREDIT QUALITY *

BB
12.38%
12.89%

4.45 Year
5.93 Year
327

AS OF JUNE 30, 2007

% OF DEBT SECURITIES

% OF DEBT SECURITIES

AAA 4.6% CCcC

A 2.1% CC

BBB 12.5% D

BB 23.5% Not Rate!
B 15.7% Total

t The Fun(s composition is subject to chan

ASSETALLOCATIONt

12.7%
3.0%
0.9%

25.0%

100.0%

AS OF JUNE 30, 2007

% OF TOTAL INVESTMENTS

Corporate Bonc
Collateralized Debt Obligatio
Collateralized Mortgage Obligatic
Common Stock

Preferred Stocl

Equipment Leas!

Home Equity Loar
Collateralized Loan Obligatio
Franchise Loar

Othel

Shor-Term Investmen

Total

t The Fun(s composition is subject to chan
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GROWTHOF A $10,000 NVESTMENT

CLASS A SHARES

The graph below illustrates a hypothetical investhof $10,000 in Regions Morgan Keegan Select Hiiglome Fund—
Class A Shares from the commencement of investomariations on March 22, 1999 to June 30, 2007 cozdda the
Lehman Brothers Ba U.S. High Yield Ind&x
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GROWTHOF A $10,000 NVESTMENT

CLASS C SHARES

The graph below illustrates a hypothetical investhaof $10,000 in Regions Morgan Keegan Select Hiiglome Fund—
Class C Shares from the commencement of investaparations on March 22, 1999 to June 30, 2007 coedpa the
Lehman Brothers Ba U.S. High Yield Ind&x

26,000

- High Incommt Fund—Chiss O Shanss

o v : P ]
I ehiman Brodhers B 105, Hizh Yiekl Indes 524,181

24,0000 S
22,0001
£20,0000
517,743
HEH.000

6,

FE2000 A

H0000 4

§3,00H) ™ T ] T T T 7
JA e GiH Lt | 12 63 {14 05 i WOT

37

http://lwww.sec.gov/Archives/edgar/data/1072377/A@EB1L2507213143/dncsr.h 1/24/201(



N-CSFk Page42 of 10¢

REGIONS MORGAN KEEGAN SELECT
HiGH INCOME FUND

GROWTHOF A $10,000 NVESTMENT

CLASS | SHARES

The graph below illustrates a hypothetical investhof $10,000 in Regions Morgan Keegan Select Hiiglome Fund—
Class | Shares from the commencement of investomarations on March 22, 1999 to June 30, 2007 cozdda the
Lehman Brothers Ba U.S. High Yield Ind&x
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PERFORMANCE INFORMATION

AVERAGE ANNUAL TOTAL RETURNS

COMMENCEMENT
SIX 1 5 OF INVESTMENT
AS OF JUNE 30, 200 MONTHS* YEAR YEAR OPERATIONS®
CLASS A SHARES™ (5.46% (0.58% 9.5¢% 11.4€%
(EXCLUDING SALES LOAD) (3.09)% 1.9%% 10.15% 11.81%
CLAss C SHARES*** (4.29)% 0.4%% 9.6(% 11.2%%
(EXCLUDING cDSQ) (3.28% 1.4% 9.6(% 11.2'%
CLAsS | SHARES (2.99% 2.22% 10.42% 12.08%
LEHMAN BROTHERSBA
U.S. HGH YIELD INDEX® 1.21% 9.3t% 9.01% N/A

* Not annualized for periods less than one y:
**  Reflects the maximum sales load of 2.5
**  Reflects the maximum contingent deferred saleggen@DSC) of 1.00% for shares redeemed within eae gf purchase

(@) The Lehman Brothers Ba U.S. High Yield Index iscat-based unmanaged index of Ba fixed rate, neastment grade
debt. All bonds included in the High Yield Indexsirhe dollar-denominated, nonconvertible, haveeast one year
remaining to maturity, and an outstanding par vatdet least $150 million. The index is unmanaged, ainlike the
Fund, is not affected by cashflows or trading attteo expenses. It is not possible to invest digdatlan index

@ The Fund's Class A Shares, Class C Shares and Cisares commenced investment operations on Mzzch999.

Performance data quoted represents past performanoghich is no guarantee of future results. Investmerreturn and
principal value will fluctuate so that an investor’s shares, when redeemed, may be worth more or lebsn their
original cost. Fund performance changes over timeral current performance may be lower or higher thanwhat is
stated. For the most recent performance, call tolfree 800-564-2188. The Fund'’s performance resultseashown on a
total return basis and include the reinvestment oéll dividends and capital gain distributions in theFund. Returns
shown in the chart and table above do not reflechie deduction of taxes that a shareholder would pagn Fund
distributions or the redemption of Fund shares. Mutal funds are not bank deposits or obligations, areot guaranteed
by any bank and are not insured or guaranteed by tb U.S. government, the Federal Deposit Insurance Gmration,
the Federal Reserve Board or any other governmentggncy. Investment in mutual funds involves investn risk,
including possible loss of principal.
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Page44 of 10¢

Principal
Amount/
Shares Description Value (b)
Asse-Backed Securitie-Investment Grad-5.3% of Net Asse
Collateralized Debt Obligations “CDQO" )-5.2%
730,00( Attentus CDO Ltd. 20C-2A E2, 8.395% 10/9/41 ( $ 708,10(
7,000,001 IMAC CDO Ltd. 200°-2A E, 9.856% 10/20/50 (a)( 6,690,18!
12,000,00 Lancer Funding Ltd. 20(-2A A3, 12.369% 7/15/47 (a)( 11,220,00
7,000,000 Libertas Preferred Funding Ltd. 2007-3A 7,
13.099% 4/9/47 (a)( 5,915,001
5,000,001 Palmer Square 2A CN, 5.860% 11/2/45 (¢ 4,900,001
2,000,001 Squared CDO Ltd. 20-1A C, 10.357% 5/11/57 (a)( 1,945,001
10,000,000 Taberna Preferred Funding Ltd. 2006-6A,
6.100% 12/5/36 (a)( 9,644,001
9,582,036 Taberna Preferred Funding Ltd. 2006-7A C1,
10.000% 2/5/37 (a)( 9,428,72.
2,000,001 Tahoma CDO Ltd. 20(-2A D, 9.830% 9/15/47 (a)( 1,860,001
4,328,001 Trapeza CDO | LLC 20(-10A, 6.700% 6/6/41 ( 3,462,401
55,773,40
Commercial Loans<0.1%
Asset Securitization Corp. 18-D2 ACS2, 1.119% 2/14/29 inter-only strips 32,10¢
Total Asset-Backed Securities—Investment Grade
(cost $56,458,726) 55,805,50
Asse-Backed Securitie-Below Investment Grade or Unrat~30.7% of Net Asse
Collateralized Debt Obligations “CDO”)-15.5%
2,000,001 801 Grand CDO 20(-1 LLC, 11.350% 9/20/16 (a)( 1,980,001
3,500,001 Aardvark Asse-Backed Securities CDO 20-1A, 10.000% 7/6/47 ( 2,415,001
5,000,001 Acacia CDO, Ltd. 10A, 3.700% 9/7/46 (a 1,950,001
6,000,001 Aladdin CDO | Ltd. 200-3A, 10.360% 10/31/13 (a)( 2,850,001
4,250,001 Alesco Preferred Funding Ltd.13A |, 10.000% 9/23(8) 4,016,25!
4,500,000 Ambassador Structured Finance CDO Ltd. 2005-1A,
10.000% 7/3/41 (i 3,442,501
1,820,001 Attentus CDO Ltd. 20C-2A F2, 10.295% 10/9/41 ( 1,765,401
8,000,001 Attentus CDO Ltd. 20(-3A F2, 9.532% 10/11/42 (a) 7,780,001
3,991,68. Broderick CDO Ltd. 20C-3A E, 12.113% 12/6/50 ( 3,752,18I
6,000,000 Cairn Mezzanine Asset-Backed CDO PLC 2007-3A,
10.000% 8/13/47 (: 3,960,001
10,550,00 Commodore CDO | Ltd. 1A C, 8.110% 2/28/37 (e 4,220,001
7,000,001 Dillon Read CDO Ltd. 20(-1A, 10.000% 12/5/46 (a)( 6,230,001
9,000,000 Diversified Asset Securitization Holdings Il 1A B1,
9.712% 9/15/35 (a)( 4,927,501
2,000,001 Dryden Leveraged Loan CDO 2(-9A, 10.000% 9/20/19 ( 1,680,001
2,000,001 Duke Funding Ltd. 20(-HG1A, 10.000% 1/27/45 ( 1,900,001
7,000,001 Equinox Funding 1A D, 12.259% 11/15/12 3,920,001
The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
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Principal
Amount/
Shares Description Value (b)
Asse-Backed Securitie-Below Investment Grade or Unrated (continue
Collateralized Debt Obligations “CDQO") (continued)
10,000,000 Global Leveraged Capital Credit Opportunity Fun@&@aA,
10.000% 12/20/18 (a)( $ 9,992,001

4,000,001 Grand Avenue CDO Ltd. 20-1A E2 , 10.500% 4/5/46 (a)! 3,880,001

3,500,001 Gulf Stream Atlantic CDO Ltd. 20\-1A, 10.000% 7/13/47 (a)( 2,668,75!

5,695,53 Hewet’s Island CDO Ltd. 20(-1A, 12.390% 12/15/16 ( 5,496,19:

3,000,001 IXIS ABS 1 Ltd., 10.000% 12/12/46 (a) 2,190,001

5,000,001 Jazz CDO BV II-A EB, 10.571% 9/26/14 (a)( 5,000,00
37,000,00 Kenmore Street Synthetic CDO 2(-1A, 10.360% 4/30/14 ( 17,390,00

5,500,001 Kleros Preferred Funding Ltd. 2C-5A, 10.000% 2/2/50 ( 5,005,00!

3,242,27 Knollwood CDO Ltd. 200-2A E, 11.355% 7/13/46 (a)! 2,626,241

5,250,001 Knollwood CDO Ltd. 200-2A SN, 15.000% 7/13/46 ( 4,620,001
10,000,00 Kodiak CDO 200-1A, 3.712% 8/7/37 (a)( 8,200,00

9,500,001 OFSI Fund Ltd. 20C-1A, 2.000% 9/20/19 (a)( 9,167,501

4,616,10' Peritus | CDO Ltd. 20(-1A C, 9.000% 5/24/15 ( 4,612,09:

2,000,001 Rockwall CDO 200-1A B2L, 9.617% 8/1/24 (i 2,000,001

7,018,68: Sharps CDO 20(-1A E, 7.500% 5/8/46 ( 5,828,73

7,450,001 Silver ElIms CDO PLC 20(-1A E, 10.000% 12/20/51 ( 6,854,001

2,000,001 Trapeza CDO | LLC 20(-11A F, 10.204% 10/10/41 | 1,941,60

2,000,001 Trapeza CDO | LLC 20(-11A, 10.000% 10/10/41 ( 1,941,60

8,000,001 Tropic CDO | Corp. 20C-5A C1, 10.000% 7/15/36 ( 7,576,001

163,778,54
Collateralized Loan Obligations (“CLO")-4.3%

8,000,001 Babson CLO Ltd. 20(-2A, 10.000% 7/20/19 ( 7,440,00

1,800,00! Copper River CLO Ltd. 20(-1A E, 9.124% 1/20/21 (a)( 1,742,02

2,000,001 MAC Capital Ltd. 200-1A B2L, 9.620% 7/26/23 ( 2,000,001

4,000,000 MAC Capital Ltd. 2007-1A Preference Share Component

10.000% 7/26/23 (a)( 3,900,001

4,000,001 Navigare Funding CLO Ltd. 20-2A SN, 5.360% 4/17/21 ( 3,720,00

4,000,001 Ocean Trails CLO 20(-1A, 10.000% 10/12/20 ( 3,848,441

4,500,001 Stanfield Bristol CLO 20C-1A, Ltd., 10.000% 10/15/19 (a)i 4,230,001
10,000,00 Telos CLO Ltd. 200-1A, 10.000% 10/11/21 (a)! 9,725,001

1,000,00! Telos CLO Ltd. 200-2A E, 10.360% 4/15/22 ( 975,00(

3,000,001 Telos CLO Ltd. 200-2A , 10.000% 4/15/22 ( 2,850,001

6,000,001 Veritas CLO Ltd. 200-2A, 15.000% 7/11/21 (a)( 5,520,001

45,950,46
Equipment Lease-5.9%

2,588,43! Aerco Limited 1X B1, 5.920% 7/15/. 686,09:
17,677,61 Aerco Limited 1X C1, Zero Coupon Bond 7/15/2% 1,325,82
13,872,33 Aerco Limited 2A B2, 6.370% 7/15/25 3,051,91
21,741,55 Aerco Limited 2A C2, Zero Coupon Bond 7/15/25 (3 1,630,61

The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
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Principal
Amount/
Shares Description Value (b)
Asse-Backed Securitie-Below Investment Grade or Unrated (continue
Equipment Leases (continuec
52,500,00 Aircraft Finance Trust 19¢-1A Al, 5.800% 5/15/24 (a)( $ 38,718,75
9,000,001 Airplanes Pass Through Trust 2-1A A9, 5.870% 3/15/1 6,226,87!
1,459,24 DVI Receivables Corp. 20-2 A3, 3.519% 11/8/31 ( 875,54!
2,803,45 DVI Receivables Corp. 20-2 A4, 4.613% 11/11/09 ( 1,738,14
12,424,20 DVI Receivables Corp. 20-1 A3A, 5.710% 6/11/10 ( 5,839,37
5,451,81! Lease Investment Flight Trust 1 B1, 6.440% 7/1 272,59
4,740,70: Lease Investment Flight Trust 1 B2, 7.124% 7/1 237,03!
17,233,09 Lease Investment Flight Trust 1 C2, Zero CoupondBo#i5/31 (e 17,23:
10,552,75 Pegasus Aviation Lease Securitization z-1A B1, Zero Coupon Bond 5/10/31 65,95¢
3,517,58! Pegasus Aviation Lease Securitization z-1A B2, Zero Coupon Bond 5/10/31 (a 3,51¢
5,000,000 Piper Jaffray Equipment Trust Securities 2007-1A,
6.300% 3/26/29 (a)( 2,143,75!
62,833,21
Franchise Loan-0.2%
2,000,001 Falcon Franchise Loan LLC 2C-1 F, 6.500% 1/5/z 997,42(
FMAC Receivables Loan Trust 1¢-B AX, 2.881% 11/15/18 intere-only strips (a 799,88¢
1,797,30'
Home Equity Loans-4.7%
3,000,00t ACE Securities Corp. 20-HE2 B1, 8.570% 4/25/35 (a) 1,950,00!
5,645,00! ACE Securities Corp. 20-HE6 B1, 8.320% 10/25/35 (a) 2,709,601
603,327 Ameriquest Mortgage Securities Inc. 2003-8 MV6,
8.194% 10/25/3 107,39t
3,292,000 Asset-Backed Securities Corp. Home Equity 2005-NHZ2,
7.820% 5/25/35 (a)( 2,304,401
6,000,000 Asset-Backed Securities Corp. Home Equity 2005-NH=Z,
8.320% 6/25/35 (a)( 3,660,001
3,365,000 Asset-Backed Securities Corp. Home Equity 2006-NB4
7.820% 5/25/36 (a)( 2,187,25!
253,19¢ Conseco Finance 20-C B2, 9.320% 8/15/: 250,79t
1,275,001 Equifirst Mortgage Loan Trust 20-1 B3, 7.815% 4/25/35 (a)! 981,75(
4,000,001 Home Equity Asset Trust 20-6 B4, 8.320% 12/25/35 (a) 2,600,00!
4,435,000 Master Asset-Backed Securities Trust 2005-FRE1 M10,
7.820% 10/25/35 (a)( 2,882,75!
1,604,770 Master Asset-Backed Securities Trust 2004-Cl4 N2,
9.000% 4/26/34 (a)( 481,43:
5,200,001 Meritage Asset Holdings 20-2 N4, 7.500% 11/25/35 (a) 2,860,00!
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Principal
Amount/
Shares Description Value (b)
Asse-Backed Securitie-Below Investment Grade or Unrated (continue
Home Equity Loans (continued
4,139,000 Merrill Lynch Mortgage Investors Inc. 2005-SL1 B5,
8.820% 6/25/35 (a)( $ 2,607,57
4,582,001 Soundview Home Equity Loan Trust 2(-3 B2, 8.070% 6/25/35 ( 3,539,59!
4,000,000 Soundview Home Equity Loan Trust 2005-A B1,
8.320% 4/25/35 (a)( 2,280,001
2,500,001 Soundview Home Equity Loan Trust 2(-1 B, 7.820% 2/25/36 (a)( 1,750,00!
6,082,001 Structured Asset Securities Corp. 2-S6 B3, 7.820% 11/25/35 (a) 2,250,341
5,693,83 Terwin Mortgage Trust 20(-11SL B7, 5.454% 11/25/36 (a) 1,423,45:
Terwin Mortgage Trust 20(-3SL B6, 11.500% 3/25/35 inter-only strips (e 481,17:
4,208,29; Terwin Mortgage Trust 20(-7SL, 3.779% 7/25/35 (a)( 315,62.
15,000,00 Terwin Mortgage Trust 20(-R1, 5.000% 12/28/36 (a) 1,950,001
3,854,32. Terwin Mortgage Trust 20(-1 2B5, 5.000% 1/25/37 (a)! 385,43.
12,799,00 Terwin Mortgage Trust 20(-R2 A, 2.351% 12/25/36 (a)| 4,607,641
13,512,50 Terwin Mortgage Trust 20(-R3, 6.290% 6/26/37 (a)| 2,702,501
5,800,001 Terwin Mortgage Trust 20(-1SL B5, 8.320% 1/25/38 (a)i 2,030,001
49,298,70
Recreational Equipmen-0.1%
604,79 Green Tree Recreational Equipment & Consumer Tr98€-C CTFS, 7.650% 10/15/ 577,08t
Total Asse-Backed Securitie-Below Investment Grade or Unratt
(cost $422,522,865) 324,235,32
Corporate Bond-Investment Grad—2.2% of Net Asse
Finance-0.2%
2,000,001 ABN Amro Bank NV/London, 9.860% 11/17/09 (a 1,990,001
Special Purpose Entitie-2.0%
10,000,00 Canal Pointe Il LLC, 8.838% 6/25/14 (a 9,950,001
5,000,000 Lincoln Park Referenced Link Notes 2001-1,
8.775% 7/30/31 (a)( 4,450,001
6,375,001 Pyxis Master Trust 20(-7, 10.320% 10/1/37 (a)( 6,375,001
20,775,00
Total Corporate Bond-Investment Grad
(cost $22,826,798) 22,765,00
Corporate Bond-Below Investment Grade or Unrat-25.4% of Net Asse
Agriculture -0.4%
4,175,001 Eurofresh Inc., 11.500% 1/15/13 4,154,12
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitie, Financial Statements.
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Principal
Amount/
Shares Description Value (b)
Corporate Bond-Below Investment Grade or Unrated (continue
Apparel-1.0%
10,678,00 Rafaella Apparel Group Inc., 11.250% 6/1¢ $ 10,784,78
Automotives-2.3%
6,600,001 Cooper Standard Automotive, Inc., 8.375% 12/1 6,154,501
3,325,001 Dana Corp., 3/15/10 in default 3,341,62!
4,700,001 Dana Corp., 1/15/15 in default 4,512,001
5,750,001 Dura Operating Corp., 4/15/12 in default 3,737,501
475,00( Ford Motor Company, 7.450% 7/16. 379,40t
575,00( Ford Motor Company, 9.980% 2/15. 527,56.
5,825,001 Metaldyne Corp., 11.000% 6/15 5,941,501
24,594,09
Basic Materials—2.5%
1,125,00! Altos Hornos de Mexico SA de CV, 4/30/04 in defgaj(f) 852,18t
7,400,001 AmeriCast Technologies Inc., 11.000% 12/1/1. 7,511,001
7,350,00! Key Plastics LLC, 11.750% 3/15/13 7,294,87
2,800,001 Millar Western Forest Products Ltd., 7.750% 11/B 2,411,501
7,825,001 Momentive Performance Materials Inc., 11.500% 1BYA 7,903,25!
25,972,81
Building & Construction -0.8%
3,700,001 Masonite Corporation, 11.000% 4/6 3,422,501
3,050,001 Ply Gem Industries Inc., 9.000% 2/15 2,741,18:
2,425,001 Technical Olympic USA, Inc., 10.375% 7/1 1,907,86!
8,071,55
Communications-0.5%
5,476,001 CCH I Holdings LLC, 11.750% 5/15/ 5,380,17
Consulting Service—0.7%
6,900,001 MSX International Inc., 12.500% 4/1/12 7,003,501
Consumer Product-0.2%
2,850,001 Spectrum Brands Inc., Zero Coupon Bond 10/ 2,650,501
Entertainment-0.9%
6,465,001 French Lick Resorts & Casino LLC, 10.750% 4/15/4) 5,527,57
4,125,001 Six Flags Inc., 9.625% 6/1/ 3,825,93
9,353,51.
Finance-0.6%
5,849,001 Advanta Capital Trust |, 8.990% 12/17 5,790,511
Food-0.3%
4,100,001 Merisant Co., 9.500% 7/15/ 3,608,001
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Shares Description Value (b)

Corporate Bond-Below Investment Grade or Unrated (continue
Garden Products0.2%
2,725,001 Ames True Temper, 10.000% 7/15 $ 2,575,12!
Health Care-0.3%
11,275,00 Insight Health Services Corp., 11/1/11 in defac) 3,382,501
Human Resource-0.2%
1,760,00! Comforce Operating Inc., 12.000% 12/1 1,808,401
Industrials—0.5%
794,66¢ Home Products Inc., 6.000% p-in-kind 3/20/17 (e 794,65
2,575,001 Port Townsend Paper Corp., 4/15/11 in default { 1,133,00!
3,560,001 Terphane Holding Corp., 12.500% 6/15/0¢ 3,560,001
5,487,65
Investment Companie-0.2%
2,000,001 Regional Diversified Funding, 10.000% 1/25/3¢ 2,005,001
Manufacturing -2.6%

11,075,00 BGF Industries Inc., 10.250% 1/15 10,632,00
7,825,00 JB Poindexter & Co. Inc., 8.750% 3/15 7,238,12
9,950,001 MAAX Corp., 9.750% 6/15/1 6,517,25!
3,325,00! Propex Fabrics Inc., 10.000% 12/1 2,975,87!

27,363,25
Oil & Gas-0.3%
3,800,001 Seametric International, 11.625% 5/25/12 (¢ 3,733,501
Retail-1.4%
3,075,00 Lazydays RV Center Inc., 11.750% 5/1¢ 3,167,25
5,340,001 Uno Restaurant Corp., 10.000% 2/15/1: 4,645,801
7,962,00 VICORP Restaurants, Inc., 10.500% 4/1! 6,568,65!
14,381,70
Real Estate-0.8%
9,000,00 Realogy Corp., 12.375% 4/15/15 8,212,501
Special Purpose Entitie-5.8%
6,798,48 Antares Funding LP, 13.413% 12/14/11 (c 7,342,36.
6,500,001 Eirles Two Ltd. 262, 10.855% 8/3/21 6,467,501
4,700,001 Eirles Two Ltd. 263, 13.355% 8/3/21 (a; 4,664,75!
1,470,00! Interactive Health LLC, 7.250% 4/1/11 (a 1,260,52!
1,000,00! MM Community Funding Ltd., 10.000% 8/1/31 (a 590,00(
174,801 PCA Finance Corp., 14.000% 6/1/09 (a 177,42.
9,700,001 PNA Intermediate Holding Corp., 12.360% 2/15/1% 9,797,001
3,000,001 Preferred Term Securities Il, Ltd., 10.000% 5/2248g%e 1,569,78!
3,000,00! Preferred Term Securities XVIII, Ltd., 10.000% 923 (a)(e 2,482,411
1,400,001 Preferred Term Securities XIX, Ltd.,10.000% 12/%2(8)(e 1,162,001
The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
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Principal
Amount/
Shares Description Value (b)
Corporate Bond-Below Investment Grade or Unrated (continue
Special Purpose Entities (continuec
6,600,001 Preferred Term Securities XXII, Ltd.,15.000% 9/22(8' $ 6,138,00
5,000,00 Preferred Term Securities XXIII, Ltd.,15.000% 1222 (a 4,737,501
3,000,00 Preferred Term Securities XXIV, Ltd.,10.000% 3/22(8)(e 2,969,61!
6,000,00! Preferred Term Securities XXV, Ltd., 10.000% 6/22(8)(e 5,861,76!
4,000,00! Pyxis Master Trust 20(-8, 10.320% 10/1/37 (a)( 4,000,001
3,000,001 TPref Funding | Ltd., 11.000% 1/15/33 (a 2,265,001
61,485,62
Telecommunication=1.3%
7,485,001 Primus Telecommunications GP, 8.000% 1/1 5,426,62!
3,675,001 Securus Technologies Inc., 11.000% 9/1/11 ( 3,588,63
5,175,00! Securus Technologies Inc., 11.000% 9/ 5,181,46'
14,196,73
Tobacc0.6%
875,00( North Atlantic Trading Co., 9.250% 3/1, 735,00(
5,192,25 North Atlantic Trading Co., 10.000% 3/1/12 5,192,25
5,927,25
Transportation-1.0%
3,050,00 Atlantic Express Transportation, 12.609% 4/15/1) 3,095,75!
8,275,001 Sea Containers Ltd., 10/15/06 in default (1 7,695,75!
10,791,50
Total Corporate Bonds—Below Investment Grade or dted
(cost $274,818,932) 268,714,29
Mortgage-Backed Securitie-Investment Grad-3.7% of Net Asse
Collateralized Mortgage Obligations=3.7%
American Home Mortgage Assets 2006-1 XA,
1.673% 5/25/46 intere-only strips 4,324,36!
3,000,000 Countrywide Asset-Backed Certificates 2007-SD1 M5,
5.000% 3/25/47 (a)( 2,220,001
Countrywide Alternative Loan Trust 2007-OA8 X
2.000% 6/25/47 intere-only strips 2,151,601
Harborview Mortgage Loan Trust 2003-2 1X,
1.283% 10/19/33 intere-only strips 370,08:
Harborview Mortgage Loan Trust 2C-1 X, 1.415% 4/19/34 intere-only strip: 187,24t
Harborview Mortgage Loan Trust 2(-8 X, 1.617% 11/19/34 inter«only strips (e 1,814,16
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitie, Financial Statements.
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Shares Description Value (b)
Mortgage-Backed Securitie-Investment Grade (continue
Collateralized Mortgage Obligations (continued
Indymac Index Mortgage Loan Trust 2005-AR10 AX,
1.828% 6/25/35 intere-only strips (e $ 6,060,05!
Mellon Residential Funding Corp. 2002-TBC2 X,
0.842% 8/15/32 intere-only strips 1,211,42
5,000,000 Park Place Securities Inc. 2005-WCW3 M10,
7.820% 8/25/35 (i 3,750,001
Residential Accredit Loans Inc. 2005-Q04 XIO,
1.764% 12/25/45 intere-only strip: 7,336,71
953,200 Structured Asset Investment Loan Trust 2004-1 M5,
8.320% 2/25/3 880,94
3,842,000 Structured Asset Investment Loan Trust 2005-HE2 M10
7.820% 7/25/3 3,037,08
1,305,64! Structured Asset Trust 20-S A, 7.500% 12/28/33 (a)l 489,61
Washington Mutual Inc. 20-AR13 2XPP, 0.500% 10/25/46 inter-only strips (e 3,875,66
Washington Mutual Alternative Mortgage Pass ThroGghtificates 20C-AR8 3X2, 0.500% 10/25/46 interest-only
strips 800,71«
Washington Mutual Alternative Mortgage Pass ThroGegitificates 20C-AR8 CX3, 1.000% 10/25/46 interest-only
strips 686,34!
Total Mortgage-Backed Securities—Investment Grade
(cost $55,613,435) 39,196,01
Mortgage-Backed Securitie-Below Investment Grade or Unrat~12.2% of Net Asse
Collateralized Mortgage Obligations-12.2%
3,962,360 Countrywide Alternative Loan Trust 2006-6CB B4,
5.575% 5/25/3 1,664,27
8,969,976 Countrywide Alternative Loan Trust 2006-OA12 B4,
7.570% 9/20/4 2,043,71
5,987,075 Countrywide Alternative Loan Trust 2006-OA21 B3,
7.070% 3/20/47 (; 1,376,30'
4,116,905 Countrywide Asset-Backed Certificates 2006-SPS1,
7.000% 12/25/25 (i 370,52:
3,419,07. First Franklin Mortgage Loan As:-Backed Certificates 20-FFH2 B2, 8.820% 6/25/34 (a) 1,777,91
11,000,00 First Franklin Mortgage Loan As-Backed Certificates 20-FFH3 B2, 8.820% 10/25/34 (a) 6,710,001
3,878,001 First Franklin Mortgage Loan As-Backed Certificates 20-FFH4 B1, 8.570% 1/25/35 |( 2,449,22:
4,000,001 First Franklin Mortgage Loan As:-Backed Certificates 20-FFH4 B2, 8.570% 1/25/35 (a) 2,440,001
5,800,00! First Franklin Mortgage Loan As:-Backed Certificates 20-FFH3 B4, 7.320% 9/25/35 (a) 3,248,001
The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
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Shares Description Value (b)
Mortgage-Backed Securitie-Below Investment Grade or Unrated (continue
Collateralized Mortgage Obligations (continued
5,000,00! First Franklin Mortgage Loan As-Backed Certificates 20-FFH4 B2, 7.320% 12/25/35 (a) $ 3,500,001
112,39: First Nationwide Trust 20(-4 DB4, 7.741% 9/25/31 ( 16,85¢
3,620,501 Fremont Trust 20(-2 N3, 7.500% 6/25/35 (a)I 2,715,37
10,000,00 Greenwich Structured Adjustable Rate Mortgage Fetsd200!-3A N2, 2.000% 6/27/35 (a)( 6,450,001
16,000,00 Greenwich Structured Adjustable Rate Mortgage Retsd200!-4A N-2, Zero Coupon Bond 7/27/45 (a 9,200,001
5,000,001 GSAMP Trust 200-AR1 B5, 5.000% 6/25/34 ( 4,561,44:
Harborview Mortgage 20(-10 ES, 0.250% 11/19/36 inter-only strips (e 11,007,77
Harborview Mortgage 20(-14 ES, 0.348% 2/19/37 inter-only strips (e 3,307,12
2,000,001 Harborview Corp. 20(-14 N4, 8.350% 3/19/38 (a) 1,683,76!
11,000,00 Harborview Corp. 20(-14 PS, Zero Coupon Bond 12/19/3€ 2,047,101
11,679,00 Harborview Corp. 20(-8A N5, Zero Coupon Bond 7/21/36 (a; 4,832,18
5,702,008 Harborview Mortgage Loan Trust 2006-4 B11,
7.070% 5/19/47 (a)( 3,506,73:
6,536,79. Harborview Mortgage Loan Trust 2(-5 B1, 7.070% 7/19/47 ( 3,899,591
1,600,001 Indymac Index Corp. 20-AR6 N3, 8.833% 6/25/46 ()l 1,509,60!
12,000,000 Long Beach Asset Holdings Corp. 2005-WL1 N4,
7.500% 6/25/45 (a)( 6,720,001
3,600,000 Long Beach Asset Holdings Corp. 2006-2 N3,
8.350% 4/25/46 (a)( 2,232,001
3,500,000 Long Beach Mortgage Loan Trust 2005-2 B2,
7.828% 4/25/35 (a)( 2,677,501
8,400,000 Long Beach Mortgage Loan Trust 2005-WL2 B3,
7.368% 8/25/35 (i 5,540,13
1,417,84: Meritage Mortgage Loan Trust 2C-2 B1, 8.570% 1/25/35 (a)( 638,03:
4,064,000 New Century Home Equity Loan Trust 2(-S1 M8,
6.500% 3/25/3 812,92.
6,000,000 Park Place Securities Inc. 2005-WCW2 M11,
7.820% 7/25/35 (a)( 4,050,001
8,000,001 Park Place Securities Inc. 2((WCW3, 7.820% 8/25/35 (a)( 5,760,001
6,300,001 Park Place Securities Inc. 2c(WHQ1 M10, 7.820% 3/25/35 (a) 4,756,501
1,600,001 Park Place Securities Inc. 2(WHQ4, 7.820% 9/25/35 (a)( 1,144,001
2,000,001 Sharp SP | LLC Trust 20-A HM3 N3, 12.500% 10/25/46 (a) 1,970,001
2,780,000 Soundview Home Equity Loan Trust 2005-1 B3,
8.570% 4/25/35 (a)( 1,807,001
7,264,313 Structured Asset Securities Corp. 1999-1 Note,
10.000% 8/25/28 (a)( 3,795,60.
6,421,720 Structured Asset Securities Corp. 2004-S2 B,
6.000% 6/25/34 (i 4,953,00:
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Amount/
Shares Description Value (b)
Mortgage-Backed Securitie-Below Investment Grade or Unrated (continue
Collateralized Mortgage Obligations (continued
3,455,817 Structured Asset Securities Corp. 2004-S4 B3,
5.000% 12/25/34 (. $ 323,70t
3,023,000 Structured Asset Securities Corp. 2005-AR1 B2,
7.320% 9/25/35 (a)( 1,753,34
Total Mortgage-Backed Securitie-Below
Investment Grade or Unrated
(cost $158,720,955) 129,251,26
Municipal Securitie—0.1% of Net Asse
23,931 Pima County Arizona Health Care Facilities, ReveBoads,
6.000% 6/1/0 22,40
45,077 Pima County Arizona Health Care Facilities, ReveBoads,
6.274% 6/1/0 39,19¢
63,753 Pima County Arizona Health Care Facilities, ReveBoads,
6.455% 6/1/1 51,43
Total Municipal Securities
(cost $119,617) 113,03
Common Stock-11.8% of Net Asse
Basic Materials—0.8%
12,90( Cytec Industries In 822,63.
204,00( Horsehead Holdings (a)(c) 3,417,001
6,30C Mittal Steel Company N.V. (i 393,12(
31,80( RTI International Metals, Inc. ( 2,396,76!
3,60( Tenaris S.A 176,25t
32,60( Zoltek Companies, Inc. (c)( 1,353,87:
8,559,65.
Commercial Service-0.2%
156,80( NNN Realty Advisors (a)(i 1,732,641
Communications-0.2%
36,50( Citizens Communications Compe 557,35!
15,10( FairPoint Communications, Ir 268,02!
122,50( Windstream Corporatic 1,808,10:
2,633,48
Consumer Product-1.2%
53,80( B&G Foods, Inc 710,16(
34,40( Best Buy Co., In( 1,605,44:
50,20( Brookdale Senior Living, In 2,287,61.
111,35( Delphi Corporation (¢ 264,04«
88,80( Eddie Bauer Holdings, Inc. ( 1,141,08
The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
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Amount/
Shares Value (b)
Common Stocks (continue
Consumer Products (continued
36,00( Famous Dav's of America, Inc. (¢ $ 801,00(
266,60( Hawaiian Holdings, Inc. ( 973,09(
31,78 Home Products (c)( 127,14
108,50( LJ International Inc. (1 1,178,32
25,40( Macquarie Infrastructure Company Ti 1,053,59;
12,40( Regal Entertainment Gro 271,93.
40C Sanderson Farms, Inc. 18,00¢
52,88 Star Gas Partners, L.P. 235,87t
132,10( The Wet Seal, Inc. ( 793,92:
52,80( Titan International, Ini 1,669,00:
13,130,24
Energy-1.1%
41,50( Alpha Natural Resources, Inc. 862,78!
23,90( Comstock Resources, Inc. 716,28
21,80( Enterprise Products Partners | 693,45!¢
333,30( Evergreen Energy Inc. |( 2,009,79!
27,100 Fording Canadian Coal Tn 889,42.
19,10( Helix Energy Solutions Group, Inc. 762,28:
9,50( Kinder Morgan Energy Partners, L 524,30!
21,50( Legacy Reserves | 579,42!
5,30( Magellan Midstream Partners, L 246,87
7,10( NuStar Energy L.I 486,35(
31,30( PetroQuest Energy, Inc. 455,10:
247,70( Pinnacle Gas Resources, Inc 1,929,58:
29,50( Williams Partners L. 1,424,261
11,579,92
Financial-5.4%
26,30( American Capital Strategies, L 1,118,27
82,60( American Financial Realty Trt 852,43.
86,50( BRT Realty Trus 2,249,86!
52,00( Capital Lease Funding, Ir 559,00(
153,00( CastlePoint Holdings, Lt 2,247,571
231,50( Compass Diversified Tru 4,127,64!
85,40( Cypress Sharpridge (a) 896,70(
150,10¢( FBR Capital Markets Corporation 2,536,69!
76,70( Fortress Investment Group LI 1,826,99.
828,00( FSI Realty Trust Regulation D (a)(c) 8,280,001
82,80( FSI Realty Trust (a)(c)( 828,00(
121,20( Hercules Technology Growth Capital, | 1,637,41.
69,50( JER Investors Trust Ir 1,042,501
67,30( KKR Financial Corg 1,676,44.
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Principal
Amount/
Shares Description Value (b)
Common Stocks (continue
Financial (continued)

349,70!( Luminent Mortgage Capital, Ir $ 3,528,47
88,10( Maiden Holdings (a)(c)( 881,00(
59,60( Medical Properties Trust, Ir 788,50¢

626,90( Meruelo Maddux Properties, Inc. 5,115,50.

110,29« Mid Country (a)(c)(e 1,874,99:

322,80( Muni Funding Co. (a)(c)(t 3,228,001
50,50( NGP Capital Resources Comp. 844,36!(

103,40( PennantPark Investment Cc 1,451,73

107,201 RAIT Financial Trus 2,789,34.

152,90( Resource Capital Col 2,137,54.

185,50( Star Asia Financial Ltd. (a)(c)( 2,040,501

138,82¢ Technology Investment Capital Cc 2,192,111

56,751,60
Industrial -0.9%

189,50( Aries Maritime Transport Limite 1,843,83!

111,69! Intermet Corporation (c)( 893,561
13,60( McDermott International, Inc. ( 1,130,43.

108,90( Orion Marine Group (a)(c)( 1,470,15!
71,00( Owens Corning (¢ 2,387,731
90,70( Quintana Maritime Limite 1,434,87.
17,73( Ship Finance International Limit 526,22t

9,686,80
Insurance-0.1%
1,00( Providence Washington Insurance Companies 20C
Technology-1.9%

574,00( Banctec Inc. (a)(c)( 4,592,001
51,76( Cascade Microtech, Inc. 620,60:

330,20! Cirrus Logic, Inc. (c 2,740,66!
59,50( Infocrossing, Inc. (¢ 1,098,96!

357,40!( InPhonic, Inc. (c 1,672,59
43,80( Micron Technology, Inc. (i 548,81«

366,48¢ Ness Technologies, Inc. 4,768,02.

112,001 Optimal Group Inc. (¢ 845,60(
40,70( Parametric Technology Corporation 879,52

141,201 Spansion Inc. (1 1,567,32!

112,14! Taiwan Semiconductor Manufacturing Company 1,248,17.

20,582,28
Total Common Stock
(cost $124,944,897) 124,656,83

The Notes to the Financial Statements are an iatt@art of, and should be read in conjunction witle, Financial Statements.
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Amount/
Shares Description Value (b)

Preferred Stock-6.0% of Net Asse

3,00( ACA ABS 200¢-2 Ltd. (a)(c)(e $ 2,100,001
7,60( Baker Street Funding (a) 6,992,001
4,70( Baker Street Funding 20-1 (a)(e 4,394,501
5,00( Centurion VII (a)(c)(e 3,787,501
5,00( Credit Genesis CLO 2005 (a) 4,925,001
1,27¢ Global Leveraged Capital Credit Opportunity Fundqge’ 1,173,001
5,00( GSC Partners CDO Fund 4,900,001
16 Harborview 200-8 (c)(e 1
3,00( Hewet's Island Il (a)(e 2,775,001
127,13: Indymac Indx C-1 Corp. (a)(c)(e 3,455,09
5,00( Ischus CDO Il (a)(e 3,400,001
5,25( Kleros Preferred Funding Il (a)(c): 4,725,001
3,60( Marquette Park CLO (a)( 3,384,001
4,00( Montauk Point CDO II Ltd. (a)( 2,180,001
6,32 Motient Corporation (¢ 5,566,001
4,987 Mountain View Funding (a)(: 4,588,041
2,00( Rockwall CDO (a)(c)(¢ 1,970,001
5,00( WEBS CDO 200-1 PS (a)(e 3,875,001
Total Preferred Stock
(cost $65,569,654) 64,190,13

Eurodollar Time Deposit—1.6% of Net Assets
State Street Bank & Trust Company Eurodollar tirepasits dated June 29, 2007, 4.050% maturing 6t81&,585

on July 2, 200° 16,812,91
Total Investments—99.0% of Net Assets
(cost $1,198,408,790) 1,045,740,30
Other Assets and Liabilities, n—1.0% of Net Asse 11,195,84
Net Assets $ 1,056,936,14
Call Options Written
June 30, 200
Number
of Contracts Common Stocks/Expiration Date/Exercise Pric
63 Mittal Steel Company N.V./July/t 5,67(C
4 Sanderson Farms, Inc./July 52C
36 Zoltek Companies, Inc./July/ 2,34(
Total Call Options Writtel
(Premiums Received $21,021) $ 8,53(

The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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(a) These securities are sold within the termsmiate placement memorandum, are exempt fronstredgiion under Rule 144A under the Securities Adt983, as
amended, and may be resold in transactions exeomptregistration, normally to qualified institutiabuyers. Pursuant to procedures adopted by thedBuf
Directors, these issues have been determinedliquié by Morgan Asset Management, Inc., the F's investment advise

(b) See Note 2 of accompanying Notes to Financial Biat¢s regarding investment valuatio

(c) Nor-income producing securitie

(d) A portion or all of the security is pledged as at#kal for call options writter

(e) Securities valued at fair va—See Note 2 and Note

(f) These securities are classified as Yankee Bondshveine U.S. dollar denominated bonds issued itthieed States by a foreign enti
The Notes to the Financial Statements are an iaft@art of, and should be read in conjunction witle, Financial Statements.
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MORGAN KEEGAN SELECT FUND, INC.
STATEMENTS OF ASSETSAND LIABILITIES
JUNE 30, 2007#
Short
Term Intermediate High Income
Bond Fund Bond Fund Fund
Assets
Investments in securities, at ve $83,687,14 $1,017,507,83 $1,028,927,39
Investments in time depos 2,713,38 3,481,79: 16,812,91
Total investments in securit 86,400,53 1,020,989,62 1,045,740,30
Dividends and interest receiva 656,20: 10,227,86 15,515,96
Receivable for fund shares s 805,80¢ 1,432,46! 176,89¢
Receivable for investments s 2,055,001 1,745,58! 16,008,32
Other asse — 9,94¢ 29,97
Total Asset 89,917,54 1,034,405,49 1,077,471,46
Liabilities:
Call options written, at value (premiums received $21 — — 8,53(
Payable for fund shares redeel 3,841 1,118,55 7,819,10:
Dividends payab 311,30 2,539,47. 5,631,10!
Payable for investments purcha — 16,607,61 5,959,69;
Accrued expense
Advisory fee 17,54: 337,56¢ 705,82¢
Accounting fee 2,10t 25,31¢ 28,23
Distribution fee 6,28¢ 249,09 278,72}
Transfer agent fe 5,19¢ 35,527 18,297
Othel 33,10¢ 72,57: 85,80
Total liabilities 379,38( 20,985,72 20,535,31
Net asse $89,538,16 $1,013,419,76 $1,056,936,14
Composition of Net Assel
Common stock, $.001 par va 8,95¢ 107,14¢ 114,75:
Paic-in capita 91,169,68 1,073,540,41 1,211,608,14
Undistributed net investment inco — 31,66¢ 1,418,38;
Accumulated net realized (losses) on investn (426,959 (2,640,42) (3,549,14)
Net unrealized (depreciation) on investm (1,213,51) (57,619,04) (152,655,99)
Net asse $89,538,16 $1,013,419,76 $1,056,936,14
Investments, at identified ct $87,614,05 $1,078,608,66 $1,198,408,79
Shares Outstanding and Net Asset Value Per Sh
Class A Share
Net asse $32,850,33 $ 358,281,72 $ 460,039,63
Shares outstandi 3,286,84. 37,879,10 49,957,25
Net asset value and redemption price per ! $ 9.9¢ $ 9.4€ $ 9.21
Offering price per sha $ 10.14a) $ 9.65(b) $ 9.45(c)
Class C Share
Net asse $ 764,68. $ 348,522,11 $ 268,428,68
Shares outstandi 76,74° 36,868,28 29,140,27
Net asset value, offering and redemption price*gher $ 9.9¢ $ 9.4F $ 9.21
Class | Share
Net asse $55,923,14 $ 306,615,92 $ 328,467,83
Shares outstandi 5,595,46 32,400,58 35,655,81
Net asset value, offering and redemption pricespart $ 9.9¢ $ 9.4€ $ 9.21
*  Redemption price per share varies by length of streres are hel
(a) Computation of offering price per share: 100/98.5et asset valut
(b) Computation of offering price per share: 100/98ef asset valut
(c) Computation of offering price per share: 100/97.8at asset value
#  See Note —Security Valuations and Subsequent Eve
The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
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MORGAN KEEGAN SELECT FUND, INC.
STATEMENTS OF OPERATIONS
For THE YEAR ENDED JUNE 30, 2007#
Short
Term
Bond Intermediate High Income
Fund Bond Fund Fund
Investment Income
Dividend incom: $ 41,75 $ 1,044,21: $ 7,623,93(a)
Interest incom 4,190,17 64,657,79 131,992,27
Total investment incon 4,231,92. 65,702,01 139,616,21
Expenses
Advisory fee 255,12 3,542,77. 9,150,45.
Accounting fee 21,86¢ 265,70¢ 366,01¢
Distribution service fe¢
Class A Shar¢ 40,10¢ 805,00: 1,353,78
Class C Shar 90( 1,792,23 2,244,52.
Transfer agent fe 59,69( 363,57¢ 230,40
Legal fee 5,80( 70,54¢ 176,60¢
Audit fees 33,88: 66,35: 69,97(
Custodian fee 13,07 15,49« 59,60t
Registration fee 17,87 74,53¢ 34,99
Director¢ fees 14,48: 14,48: 14,48:
Insurance premiun 3,46: 39,15¢ 65,47:
Othel 7,65¢ 49,80¢ 59,43¢
Total expense 473,91¢ 7,099,68: 13,825,74
Expenses voluntarily waived by the Advi (72,899 — —
Net expense 401,02: 7,099,68: 13,825,774
Net investment incon 3,830,90 58,602,32 125,790,46
Realized and Unrealized Gains/(Losses) on Investts
Net realized gains/(losses) on investm (28,377) 913,14¢ 13,519,35
Net realized gains on expiration of opti — — 291,40«
Net change in unrealized (depreciat (39,449 (43,839,49) (110,971,05)
Change in net assets resulting from opera $3,763,07 $ 15,675,98 $ 28,630,17
(a) Net of foreign taxes withheld of $66,5]
#  See Note —Security Valuations and Subsequent Eve
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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MORGAN KEEGAN SELECT FUND, INC.
STATEMENTS OF CHANGESIN NET ASSETS

Short Term Bond Fund Intermediate Bond Fund
Year Ended Year Endec Year Endec Year Ended
June 30, 2007# June 30, 2006 June 30, 2007# June 30, 2006
Change in Net Asset:
Operations:
Net investment incon $ 3,830,90 $ 3,129,26 $ 58,602,32 $ 37,265,78
Net realized gains/(losses) on investm (28,377) 98,91 913,14¢ (1,741,24)
Net change in unrealized (depreciation) on investe (39,446 (348,08) (43,839,49) (3,885,04)
Change in net assets resulting from opera 3,763,07! 2,880,08! 15,675,98 31,639,49
Distributions to Shareholders
Distributions from net investment inco
Class A Shar¢ (827,91) (216,100 (21,532,08) (14,091,84)
Class C Shar (10,006) (12,097 (18,948,26) (12,541,33)
Class | Shar¢ (3,051,70) (3,060,82) (18,452,99) (10,862,83)
Total distribution to shareholdt (3,889,62) (3,289,02) (58,933,35) (37,496,01)
Capital Transactions
Change in net assets resulting from capital tramsac
(Note 6 23,411,41 (5,330,60) 389,659,57 188,872,89
Change in net ass 23,284,87 (5,739,54) 346,402,20 183,016,37
Net Asset:
Beginning of perio 66,253,29 71,992,83 667,017,55 484,001,18
End of perior $ 89,538,16 $  66,253,29 $ 1,013,419,76 $ 667,017,55
Undistributed net investment inco $ — $ 4,99¢ $ 31,66¢ $ 6,00(

#  See Note —Security Valuations and Subsequent Eve

The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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MORGAN KEEGAN SELECT FUND, INC.

STATEMENTS OF CHANGESIN NET ASSETS

High Income Fund

Year Ended
June 30, 2007#

Year Endec
June 30, 2006

Change in Net Asset:
Operations:

Net investment incon $ 125,790,46  $ 124,889,19
Net realized gains on investme 13,810,75 765,05:
Net change in unrealized (depreciation) on investe (110,971,05) (14,014,20)
Change in net assets resulting from opera 28,630,17 111,640,04
Distributions to Shareholders
Distributions from net investment inco
Class A Share (61,511,86) (55,534,14)
Class C Shar (32,475,05) (29,176,34)
Class | Share (43,853,01) (39,958,84)
Distributions from net realized gain on investm
Class A Shart (3,593,65)) (5,789,35)
Class C Shari (1,976,82) (3,163,96)
Class | Share (2,520,51) (4,178,36))
Total distribution to shareholdt (145,930,92) (137,801,01)
Capital Transactions
Change in net assets resulting from capital traimsec(Note € (27,485,98) 114,153,63
Change in net ass (144,786,73) 87,992,66
Net Asset:
Beginning of perio 1,201,722,88 1,113,730,22
End of perio $ 1,056,936,14 $ 1,201,722,88
Undistributed net investment inco $ 1,418,38 $ 8,69¢
#  See Note —Security Valuations and Subsequent Eve
The Notes to the Financial Statements are an ialt@grt of, and should be read in conjunction witle, Financial Statements.
1/24/201(
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MORGAN KEEGAN SELECT FUND, INC.

FINANCIAL HIGHLIGHTS

Page62 of 10¢

SELECTED DATA FOR A SHARE OUTSTANDING THROUGHOUTTHE PERIOD INDICATED:

Net Realizec
Net Asset and Unrealized Total Dividends
Value, Net Gains/ From from Net

Beginning Investment (Losses) on Investment Investment

of Period Income Investments Operations Income
Short Term Bond Fund
Class A Share
Year Ended June 30, 20( $ 9.9¢ 0.51 0.0z 0.5 (0.52)
Year Ended June 30, 2C $ 10.0¢ 0.4z (0.04) 0.3¢ (0.44)
Period Ended June 30, 20( $ 10.2¢ 0.31 (0.19) 0.12 (0.32)
Year Ended August 31, 20 $ 10.27 0.2¢ 0.0z 0.31 (0.29)
Year Ended August 31, 20 $ 9.9/ 0.3¢ 0.2¢ 0.64 (0.3¢€)
Year Ended August 31, 20 $ 1011 0.3¢ (0.17) 0.22 (0.39)
Short Term Bond Fund
Class C Share
Year Ended June 30, 20( $ 9.9¢ 0.4¢ 0.01 0.5C (0.50)
Period Ended June 30, 2006 $ 10.0C 0.27 (0.02) 0.2t (0.29)
Short Term Bond Fund
Class | Share
Year Ended June 30, 20( $ 9.9¢ 0.5¢2 0.0z 0.5¢ (0.54)
Year Ended June 30, 2C $ 10.0¢ 0.4¢ (0.04) 0.4C (0.4¢)
Period Ended June 30, 20( $ 10.2f 0.3¢ (0.20 0.14 (0.35)
Year Ended August 31, 20 $ 10.27 0.3z 0.0z 0.3t (0.32)
Year Ended August 31, 20 $ 9.9/ 0.3¢ 0.2¢ 0.67 (0.39)
Year Ended August 31, 20 $ 10.1:2 0.41 (0.1§) 0.2% (0.4
*  The Fund changed its fiscal year from August 31uioe 30
(1) Based on net asset value, which does not reflectates charge or contingent deferred sales chidagmlicable.
(2) Not annualized for periods less than one 'y
(3) Ratio annualized for periods less than one y
(4) Portfolio turnover rate is calculated on the bas$ithe Fund as a whole without distinguishing betwelasses of shares issu
(5) This voluntary expense decrease is reflected ih thet expense and net investment income re
(6) Amount less than $.00
(7) From the commencement of investment operationsamreiber 4, 200t
#  See Note —Security Valuations and Subsequent Eve
The Notes to the Financial Statements are an iatt@art of, and should be read in conjunction witle, Financial Statements.
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MORGAN KEEGAN SELECT FUND, INC.

Ratios to Average Net Asse

Page63 of 10¢

Supplemental Datz

Net Asse
Distributions Value, Net Net Assets Portfolio
from Capital Total End of Total Investment Net Expense Waiver End of Period Turnover
Gains Distributions Period Return (1)(2) Income (3 Expenses (& Reimbursement (3)(5 (00C's) Rate (4
— (052 $ 9.9¢ 5.36% 4.9% 0.7%% 01% ¢ 32,85( 64%
— 049 $ 9.9¢ 3.85% 4.1% 0.8%% 0.0:% ¢ 4,98¢ 47%
— 037 $ 10.0¢ 1.21% 3.65% 1.0% 02% $ 5,091 26%
— 029 $ 10.2¢ 3.02% 2.7¢% 1.1%% 02% $ 7,39¢ 92%
— (0.3 $ 10.2: 6.51% 3.4&% 1.1% 02t% $ 4,13¢ 37%
—(6) 039 $ 9.9« 2.22% 3.71% 1.27% 04(% ¢ 96¢ 20%
— 050 $ 9.9¢ 5.06% 4.7% 0.9%% 01% $ 76t 64%
— 029 $ 9.9¢ 2.5(% 3.9 1.09% 0.0% $ 81 47%
— 059 $ 9.9¢ 5.62% 5.28% 0.4% 01% ¢ 55,92: 64%
— 0.46) $ 9.9¢ 4.12% 4.4% 0.6%% 0.0:% ¢ 61,18¢ 47%
— (0.3)) $ 10.0¢ 1.35% 3.91% 0.81% 03% ¢ 66,89¢ 26%
— 037 $ 10.2¢ 3.4%% 3.0% 0.8%% 05 $ 62,28 92%
— 039 $ 10.2: 6.86% 3.8%% 0.9% 06(% $ 40,95 37%
—(6) 04) $ 9.9« 2.3(% 4.05% 0.9¢% 0.6% $ 28,15! 20%
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MORGAN KEEGAN SELECT FUND, INC.
FINANCIAL HIGHLIGHTS

SELECTED DATA FOR A SHARE OUTSTANDING THROUGHOUTTHE PERIOD INDICATED:

Net Realizec
Net Asse and Unrealized Total Dividends
Value, Net Gains/ From from Net

Beginning Investment (Losses) on Investment Investment

of Period Income Investments Operations Income
Intermediate Bond Fund
Class A Share
Year Ended June 30, 20( $ 9.8: 0.6€ (0.39) 0.2¢ (0.6€)
Year Ended June 30, 2C $ 9.9: 0.6€ (0.10 0.5¢€ (0.6€)
Year Ended June 30, 2C $ 10.0¢ 0.7¢ (0.1)) 0.5¢ (0.69)
Year Ended June 30, 2C $ 10.3¢ 0.74 (0.2¢) 0.4¢€ (0.80)
Year Ended June 30, 2C $ 10.1% 0.7€ 0.21 0.97 (0.75)
Intermediate Bond Fund
Class C Share
Year Ended June 30, 20( $ 9.8: 0.62 (0.3¢) 0.24 (0.62)
Year Ended June 30, 2C $ 9.97 0.62 (0.09) 0.5: (0.62)
Year Ended June 30, 2C $ 10.0: 0.67 (0.12) 0.5¢ (0.6€)
Year Ended June 30, 2C $ 10.3¢ 0.71 (0.27) 0.44 (0.77)
Year Ended June 30, 2C $ 10.1% 0.72 0.2C 0.9: (0.72)
Intermediate Bond Fund
Class | Share
Year Ended June 30, 20( $ 9.8¢ 0.6¢ (0.3¢) 0.3C (0.6¢)
Year Ended June 30, 2C $ 9.9: 0.6¢ (0.09) 0.5¢ (0.6¢)
Year Ended June 30, 2C $ 10.0¢ 0.72 (0.19) 0.61 (0.72)
Year Ended June 30, 2C $ 10.3¢ 0.77 (0.27) 0.5C (0.89)
Year Ended June 30, 2C $ 10.1% 0.7¢ 0.21 1.0C (0.7¢)

(1) Based on net asset value, which does not reflectates charge or contingent deferred sales chidagmlicable.
(2) Portfolio turnover rate is calculated on the basithe Fund as a whole without distinguishing betwelasses of shares issu
#  See Note —Security Valuations and Subsequent Events. Thexdéen a material decline in net assets after 3an2007

The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Ratios to Average Net Asse
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Supplemental Datz

Net Asse
Distributions Value, Net Net Assets Portfolio
from Capital Total End of Total Investment Net End of Period Turnover
Gains Distributions Period Return (1) Income Expenses (00C's) Rate (2
— (0.6¢€) $  9.4¢ 2.8t% 6.69% 0.7¢% $ 358,28 61%
— (0.6¢€) $ 9.8t 5.71% 6.61% 0.7¢% $ 232,90( 71%
— (0.69) $  9.9¢ 6.05% 6.8% 0.7¢% $ 191,43¢ 49%
(0.02) (0.82) $ 10.0¢ 4.68% 7.3(% 0.81% $ 98,19¢ 47%
— (0.75) $ 10.3¢ 9.9%% 7.3¢% 0.85% $ 82,78t 38%
— (0.62) $ 9.4t 2.42% 6.32% 1.11% $ 348,52: 61%
— (0.62) $ 98¢ 5.51% 6.2€% 1.1%% $ 227,24 71%
— (0.6¢€) $ 9.9z 5.5t% 6.4%% 1.1%% $ 174,38: 49%
(0.02) (0.79) $ 10.0¢ 4.4% 6.95% 1.16% $ 107,80: 47%
— (0.72) $ 10.3¢ 9.4(% 7.05% 1.2(% $ 84,55¢ 38%
— (0.6¢) $  9.4¢ 3.0%% 6.92% 0.51% $ 306,61t 61%
— (0.6¢) $ 98¢ 6.14% 6.8€% 0.5%% $ 206,87: 71%
— (0.72) $ 9.9t 6.21% 7.09% 0.5%% $ 118,18( 49%
(0.02) (0.8%) $ 10.0¢ 5.0%% 7.55% 0.56% $ 44,48¢ 47%
— (0.7¢) $ 10.3¢ 10.1:% 7.65% 0.6(% $ 33,34¢ 38%
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MORGAN KEEGAN SELECT FUND, INC.
FINANCIAL HIGHLIGHTS

Page6€ of 10¢&

SELECTED DATA FOR A SHARE OUTSTANDING THROUGHOUTTHE PERIOD INDICATED:

Net Realizec
Net Asse and Unrealized Total Dividends
Value, Net Gains/ From from Net

Beginning Investment (Losses) on Investment Investment

of Period Income Investments Operations Income
High Income Fund
Class A Share
Year Ended June 30, 20( $ 10.1¢ 1.0z (0.80) 0.2¢ (1.14)
Year Ended June 30, 2C $ 10.4: 1.11 (0.13) 1.0C (1.11)
Year Ended June 30, 2C $ 10.5: 1.27 (0.09) 1.2¢ (1.23)
Year Ended June 30, 2C $ 105t 1.0¢ 0.3C 1.3¢ (1.11)
Year Ended June 30, 2C $ 1047 1.21 0.04 1.2t (1.14)
High Income Fund
Class C Share
Year Ended June 30, 20( $ 10.1¢ 0.9¢ (0.80) 0.1¢ (1.09)
Year Ended June 30, 2C $ 10.4: 1.0¢ (0.13) 0.9t (1.0¢€)
Year Ended June 30, 2C $ 10.5¢ 1.2Z (0.09) 1.1¢ (1.1€)
Year Ended June 30, 2C $ 105t 1.0¢ 0.31 1.3t (1.0¢€)
Year Ended June 30, 2C $ 1047 1.1€ 0.04 1.2¢ (1.09)
High Income Fund
Class | Share
Year Ended June 30, 20( $ 10.1¢ 1.0¢ (0.80) 0.2¢ (1.17)
Year Ended June 30, 2C $ 104: 1.14 (0.13) 1.02 (1.14)
Year Ended June 30, 2C $ 10.5¢ 1.3C (0.09) 1.2¢ (1.2¢)
Year Ended June 30, 2C $ 105t 1.11 0.31 1.4z (1.13)
Year Ended June 30, 2C $ 104 1.2¢ 0.04 1.2¢ (1.17)
(1) Based on net asset value, which does not reflectates charge or contingent deferred sales chidagmlicable.
(2) Portfolio turnover rate is calculated on the basithe Fund as a whole without distinguishing betwelasses of shares issu
#  See Note —Security Valuations and Subsequent Events. Thexdéen a material decline in net assets after 3an2007
The Notes to the Financial Statements are an iaft@grt of, and should be read in conjunction wiitle, Financial Statements.
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Supplemental Datz

Net Asse
Distributions Value, Net Net Assets Portfolio
from Capital Total End of Total Investment Net End of Period Turnover
Gains Distributions Period Return (1) Income Expenses (00C's) Rate (2
(0.07%) (1.2 $ 921 1.9% 10.46% 1.1(% $ 460,03¢ 90%
(0.12) (1.29) $ 10.1¢ 10.1% 10.8% 1.09% $ 527,09 10€%
(0.1¢) (1.39) $ 10.4: 12.3% 12.15% 1.1(% $ 504,37. 86%
(0.30) (1.47) $ 10.5: 14.05% 10.22% 1.11% $ 391,10( 7%
(0.03) (1.19) $ 10.5¢ 12.7% 10.9% 1.1%% $ 298,81t 67%
(0.07%) (1.1¢) $ 921 1.46% 9.9€% 1.6(% $ 268,42¢ 90%
(0.12) (1.1¢) $ 10.1¢ 9.58% 10.3% 1.5% $ 294,72: 10€%
(0.1¢) (1.30 $ 10.4: 11.65% 11.65% 1.6(% $ 276,19: 86%
(0.30) (1.36) $ 10.5¢ 13.5% 9.7% 1.61% $ 219,31: 7%
(0.03) (1.19) $ 10.5¢ 12.1¢% 10.4¢% 1.6%% $ 173,29( 67%
(0.07%) (1.2¢9) $ 921 2.22% 10.71% 0.85% $ 328,46t 90%
(0.12) (1.2¢) $ 10.1¢ 10.4(% 11.0¢% 0.8%% $ 379,90¢ 10€%
(0.1¢) (1.39) $ 10.4: 12.4¢% 12.4% 0.85% $ 333,16« 86%
(0.30) (1.49) $ 10.5¢ 14.4% 10.4% 0.8% $ 209,36: 7%
(0.03) (1.20 $ 10.5¢ 13.0(% 11.2%% 0.88% $ 110,69! 67%
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MORGAN KEEGAN SELECT FUND, INC.
NOTESTO THE FINANCIAL STATEMENTS

1 Organization

Morgan Keegan Select Fund, Inc. (the “Company”) ex@mnized as a Maryland corporation on Octobel298. The
Company is an open-end, management investment cgmpgistered under the Investment Company Act9dl] as
amended (the “1940 Act”). As of the date of thisas, the Company consists of three portfoliosheaith its own
investment objective. The accompanying financialeshents are for Regions Morgan Keegan Select Skont Bond Fund,
Regions Morgan Keegan Select Intermediate Bond amddRegions Morgan Keegan Select High Income Feach a
“Fund” and collectively, the “Funds”). Regions MargKeegan Select High Income Fund is closed toineastors. Any
shareholder that owned this fund in an existingpantas of November 1, 2005 may purchase additiimales in their
account. The Fund reserves its right to changepthlisy at any time.

The Funds offer three classes of shares: ClassafeShClass C Shares and Class | Shares. TheeArttlncorporation
permit the Directors to issue full and fractionlades of beneficial interest (with a par value @091) for each class as
follows:

Short Term Intermediate High Income

Bond Fund Bond Fund Fund
Class A Share 100,000,00 100,000,00 300,000,00
Class C Shar 100,000,00 100,000,00 300,000,00
Class | Share 100,000,00 100,000,00 300,000,00

Each class of shares in the Funds has identidasrignd privileges except with respect to fees paikr the Funds’
distribution plan and voting rights on matters efiieg a single class of shares. Class A Sharescdeat net asset value
(“NAV") plus the applicable front-end sales char@ée sales charge varies depending on the amowyatuofpurchase.
Purchases of Class A Shares of $1 million or meeesald at NAV and have a 1% contingent deferrégsszharge (“CDSQ”
if the shares are redeemed within one year of @sehClass C Shares and Class | Shares are sbtlwit sales charge at
NAYV per share. Class C Shares have a 1% CDSCiiéslze redeemed within one year of purchase. Cisares ar
available only to a limited group of investorsta tiscretion of the Funds through special progrétesemployer-sponsored
retirement plans, advisory accounts of the investmenager and certain programs available througkels, like wrap
accounts. These programs usually involve speciadlitions and separate fees. The assets of eadblmdf the Company
are segregated and a shareholder’s interest igtinm the portfolio in which shares are held.
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MORGAN KEEGAN SELECT FUND, INC.

Under the Company’s organizational documents, ffc€s and Directors are indemnified against darlabilities arising
out of the performance of their duties to the Fuhdsddition, in the normal course of business,@mmpany on behalf of t
Funds enters into contracts with vendors and otihetsprovide for general indemnifications. The &@sirmaximum exposure
under these arrangements is unknown, as this wouddve future claims that may be made againstHineds. However,
based on experience, the Funds expect the risiseftb be remote.

2 Significant Accounting Policies

The following is a summary of significant accountipolicies followed by the Funds in the preparatibtheir financial
statements. These policies are in conformity withdccounting principles generally accepted inlthited States of Americ

Investment Valuation—Investments in securities listed or traded on asties exchange are valued at the last quoted sale
price on the exchange where the security is prignaaded as of the close of business on the Nevk Btock Exchange,
usually 4:00 p.m. Eastern Time, on the valuatioe daquity securities traded on the Nasdaq Stocik&tare valued at the
Nasdagq Official Closing Pric¢‘NOCP”) provided by Nasdaq each business day. TBER is the most recently reported
price as of 4:00:02 p.m. Eastern Time, unlessyiliaé is outside the range of the “inside” bid aséted price (i.e., the bid
and asked prices that dealers quote to each otham wading for their own accounts); in that casssdaq will adjust the

price to equal the inside bid or asked price, wine is closer. Because of delays in reportingesathe NOCP may not be
based on the price of the last trade to occur befte market closes. Securities traded in the thescounter market and

listed securities for which no sales were repoftedhat date are valued at the last quoted bickpri

Equity and debt securities issued in private plam@mare valued on the bid side by a primary mat&eater. Long-term debt
securities (including U.S. government securitiesset corporate bonds, other debt and asset-bagadities, and unlisted
securities and private placement securities) anergdly valued at the latest price furnished byralependent pricing service
or primary market dealer. Short-term debt sec@ritveh remaining maturities of more than sixty déyswhich market
guotations are readily available are valued byndependent pricing service or primary market de&@bort-term debt
securities with remaining maturities of sixty daydess are valued at cost with interest accruatismount accreted to the
date of maturity, unless such valuation, in thegjuént of Morgan Asset Management, Inc. (the “Advjsdoes not represent
market value.
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MORGAN KEEGAN SELECT FUND, INC.

Investments in open-end registered investment caiapaif any, are valued at NAV as reported by ¢hiosestment
companies. Foreign securities denominated in fareigrencies, if any, are translated from the lacatency into U.S.
dollars using current exchange rates.

Investments for which market quotations are nadifgavailable, or if available quotations are betieved to be reflective
market value, those securities are valued at fdirevas determined by the Adviser’s Valuation Cottaaiusing procedures
established by and under the supervision of theamyis Board of Directors. The values assigne@iovialued investments
are based on available information and do not rseciyg represent amounts that might ultimatelydwdized, since such
amounts depend on future developments inhereohig-term investments. Further, because of the @mtemcertainty of
valuation, those estimated values may differ sigaiftly from the values that would have been ussatidhready market for
the investments existed, and the differences doalchaterial. As of June 30, 2007, certain debtri@esiheld by Regions
Morgan Keegan Select Short Term Bond Fund, Redibmgan Keegan Select Intermediate Bond Fund andoRedviorgan
Keegan Select High Income Fund were fair valuedthad/alue of these securities represented appeiglyn29%, 51% and
59% of the net assets of the Funds, respectivdgn, See Note 9—Security Valuations and Subsedtiegtts.

Investment Transactions and Investment Inco—Securities transactions are recorded on the tratiefdr financial
reporting purposes. Realized gains and losses $emurities transactions are recorded using thdifiehcost basis.
Dividend income is recorded on the ex-dividend ditieerest income, including amortization of premaiand accretion of
discounts, is accrued on a daily basis. Gainsszde realized on sales of securities are deterrbywedmparing the identifie
cost of the security lot sold with the net salezcpeds.

Expense—Expenses directly attributable to a Fund are cletadiiectly to that Fund, while expenses which anébaitable to
more than one Fund of the Company are allocatedhgnie respective Funds based upon relative netsagsxpenses
directly attributable to a class of shares aregddudirectly to that class.

Class Allocations—Fhe investment income, fees and expenses (otherctaas specific fees and expenses) and realiztd an
unrealized gains and losses of a Fund are allo¢atedch class of shares based upon their relagivassets or another
appropriate basis on the date the income is eamntiek expenses and realized and unrealized gathkases are incurred.
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Dividends and Distributions to Shareholde—Each Fund pays dividends to its shareholders ftentund’s net investment
income. Dividends for the Funds are declared daily paid monthly. Each Fund also pays distributairieast annually fror
its net realized capital gains, if any. Dividends declared separately for each share class. Ne stass has preferential
dividend rights; differences in per share divideatds are generally due to differences in classiipéees and expenses.
Dividends and other distributions to shareholdeesracorded on the ex-dividend date.

The amounts of dividends from net investment incame distributions from net realized capital gans determined in
accordance with federal income tax regulationsctvimay differ from accounting principles generalbcepted in the United
States of America. These “book/tax” differenceseitieer considered temporary or permanent in naftoghe extent these
differences are permanent in nature (i.e., re@&ssarket discounts, net operating loss, paydovmasdastributions), such
amounts are reclassified within the compositionetfassets based on their federal tax-basis treftteenporary differences
do not require reclassification. To the extentriistions from net investment income and net realigains exceed net
investment income and net realized gains for tap@aes, they are reported as distributions of ahpit

Repurchase Agreemer—The Funds may purchase instruments from finanesitutions, such as banks and broker dealers,
subject to the seller's agreement to repurchasa #tean agreed upon time and price (“repurchaseeaggnt”). The Funds

may invest in repurchase agreements with institstihat are deemed by the Adviser to be of goattisig and creditworthy
pursuant to the guidelines established by the BirecA third party custodian bank takes possessidhe underlying

securities (“collateral”) of a repurchase agreemtir value of which is at all times at least eqaahe principal amount of

the repurchase transaction and accrued interestelavent of counterparty default on the obligatm repurchase, each Fund
has the right to liquidate the collateral and apghby proceeds in satisfaction of the obligationwideer, there could be

potential losses to the Funds in the event of diefabankruptcy by the counterparty to the agresnifehe Funds are

delayed or prevented from exercising their rigbtdispose of the collateral, including the riskpotsible decline in the value
of the collateral during the period while the Fusdsk to assert their rights.

Option Writing—When a Fund writes an option, an amount equdlégtemium received by the Fund is recorded as a
liability and is subsequently adjusted to the cuirfair value of the option written. Premiums remesl from writing options
that expire unexercised are treated by the Furti@expiration date as realized gains from investmédf a call option is
exercised, the premium is added to the
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proceeds from the sale of the underlying secunitgdtermining whether the Fund has realized a galoss. If a put option is
exercised, the premium reduces the cost basiedafaburities purchased by the Fund. The Fund, itsrwf an option, bears
the market risk of an unfavorable change in thegpof the security underlying the written option.

When-Issued and Delayed Delivery Transactionhe Funds may engage in when-issued or delayededgliransactions.
The Funds record whessued securities on the trade date and maintaimise positions such that sufficient liquid assets
be available to make payment for the securitieshmsed. Securities purchased on a wikened or delayed delivery basis
marked to market daily and begin earning interesthe settlement date. Losses may occur on thassaictions due to
changes in market conditions or the failure of ¢erparties to perform under the contract.

Use of Estimates—Fhe preparation of financial statements in conféymiith accounting principles generally acceptethia
United States of America requires management tceregkmates and assumptions that affect the repanwunt of assets
and liabilities and disclosure of contingent asseis liabilities as of the date of the financialtetents and the reported
amounts of revenues and expenses during the negqréiriod. Actual results could differ from thestimates.

New Accounting Pronouncemer—In July 2006, the Financial Accounting Standardaf8q“FASB”) released FASB
Interpretation No. 48 “Accounting for Uncertaintyincome Taxes” (“FIN 48”), an interpretation of ER Statement

No. 109. FIN 48 provides guidance for how uncertaipositions should be recognized, measuredepted and disclose

in the financial statements. FIN 48 requires thepaating and disclosure of tax positions takenxpreeted to be taken in the
course of preparing the Fund’s tax returns to de&tee whether the tax positions are more likely thahto be sustained by
the applicable tax authority. Tax positions notrded to meet the more likely than not threshold wdid recorded as a tax
benefit or expense in the current year. AdoptioRIdf 48 is required for fiscal years beginning aflecember 15, 2006 and
is to be applied to all open tax years as of tfiecéf/e date. The Adviser is evaluating the appicaof FIN 48 to each Fund,
and is not in a position at this time to estimate gignificance of its impact, if any, on each Farithancial statements.

In September 2006, FASB issued its new Standard.Blg. Fair Value Measurements (“FAS 157”). FAS ibdesigned to
unify guidance for the measurement of fair valualbfypes of assets, including financial instrunsesnd certain liabilities,
throughout a number of accounting standards. FASal$o establishes a hierarchy for measuring &lirevin generally
accepted accounting
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principles and expands financial statement discessabout fair value measurements that are reléwantitual funds. FAS
157 is effective for financial statements issuadfifical years beginning after November 15, 2004, @arlier application is
permitted.

3 Agreements and Other Transactions with Affiliates

Investment Advise—The Company, on behalf of the Funds, has entetednmestment Advisory Agreements with Morgan
Asset Management, Inc., the Adviser, a wholly owselsidiary of MK Holding, Inc., which is a wholbyvned subsidiary of
Regions Financial Corporation (“Regions”). Undez thrms of the agreements, the Funds are chargddIkbwing annual
management fees, before any waivers, which areledde] daily and paid monthly based on the avedagg net assets of tl
Funds:

Fund Annual Fee
Short Term Bond Fund 0.3:%(D
Intermediate Bond Ful 0.4(%
High Income Fun 0.75%

@ As of July 1, 2006, the Adviser agreed to voluhtariaive a portion of its contractual investmenviasdry fee. Thi
investment advisory fee paid by Regions Morgan &e&glect Short Term Bond Fund after the waiveras%. The
waiver is voluntary and the Adviser, in its solsaletion, may terminate the waiver at any time.

The Adviser contractually agreed to waive its fed # reimburse each of the following funds throdghe 30, 2007 to the
extent each Fund’s annual operating expenses @irglirokerage, interest, taxes and extraordingpgeses) exceeds a
specific percentage of net assets as follows:

Class A Class C Class |
Fund Shares Shares Shares
Intermediate Bond Fui 0.9(% 1.25% 0.65%
High Income Fun 1.25% 1.7% 1.0(%

Administrato—Administrative services are performed by Morgan ¢ieee& Company, Inc. (“Morgan Keegan”) on behalf of
the three series of the Company under the Advisgmngements. Morgan Keegan also provides an emplimyserve as the
Funds’ Chief Compliance Officer for which Morganégan receives no additional compensation from thel§.
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Fund Accountant—The Company and Morgan Keegan have entered intmd Rccounting Service Agreement, under w/
Morgan Keegan provides portfolio accounting serviethe Funds for an annual fee of 0.03% baseatie@average daily net
assets of the Funds.

Distributor—The Company has adopted two Distribution Plansyantsto Rule 12b-1 under the 1940 Act (“12b-1 Plgns
one with respect to Class A Shares and the otherrespect to Class C Shares of the Funds. Thel Blbhs compensate
Morgan Keegan, the Funds’ primary Distributor, aiger dealers and investment representatives foices and expenses
relating to the sale and distribution of the Furslsres. Under the Class A Shares’ 12b-1 Plarkuhes pay a fee at an
annual rate of up to 0.25% of the average dailyasséts with respect to Class A Shares of the Flimdter the Class C
Shares’ 12b-1 Plan, Regions Morgan Keegan Selaent $erm Bond Fund, Regions Morgan Keegan Seleetiimediate
Bond Fund and Regions Morgan Keegan Select HigbnirecFund pay a fee at an annual rate of 0.45%%®& 0.75%,
respectively, of the average daily net assets respect to Class C Shares of each Fund.

Sales Charge—Morgan Keegan received commissions on the salbases of the Funds. During the fiscal year ended
June 30, 2007, Morgan Keegan received front-eressadlarges and contingent deferred sales chardeloass:

Front End Contingent Deferrec
Sales Charges Sales Charges
Class A Share Class A Share Class C Share
Short Term Bond Fur $ 83t $ 94 $ 497
Intermediate Bond Ful 1,207,93: 47,76( 96,37(
High Income Fun 839,37!( 144,86( 24,89¢

Transfer Agent and Dividend Disbursing AgentMorgan Keegan serves as the Transfer and Dividésloubsing Agent for
the Funds. Pursuant to the Transfer Agency and&eAgreement, each Fund pays Morgan Keegan arahbase fee per
share class plus a variable fee based on the nushsbhareholder accounts.

Directors and Officer—Certain of the Officers and Directors of the Compare also Officers and Directors of the Adviser,
Morgan Keegan, and Regions. Such Officers and Rireof the Company who are “Interested Personslefised in the
1940 Act receive no salary or fees from the Funds.

Each Independent Director receives an annual estaiin$4,000 and a fee of $1,000 per quarterly mgetith reimburseme|
for related expenses for each meeting of the Batieshded from the Company. Each chairperson ofiitiependent Directo
Committee and Audit Committee receives annual
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compensation of $500 from the Company. An addili®is500 is paid to the Independent Directors fteraling special
meetings in person, and an additional $500 is fmidttending special meetings by telephone. Nac&ffor Director is
entitled to receive pension or retirement bendfiten the Company.

Other Transactions—For the fiscal year ended June 30, 2007, Morgagge earned no underwriting discounts, direct
commissions or dealer incentives on the sales anthpses of investment securities held by the Funds

4 Investment Transactions

During the fiscal year ended June 30, 2007, copticdthases and proceeds from sales of investmeutites (excluding
short-term securities and U.S. government obligalidor each Fund were as follows:

Fund Purchase! Sale:

Short Term Bond Fur $ 50,808,07 $  43,524,77
Intermediate Bond Fui 932,073,68 518,263,08
High Income Fun 1,052,307,92 1,064,100,94

5 Option Transactions

Transactions in options written during the fiscaayended June 30, 2007 were as follows:

High Income Fund

Number of Premiums

Contracts Received
Options outstanding at June 30, 2 43t $ 93,72¢
Options writtel 4.41¢ 623,45t
Options expire (2,019 (291,40
Options exercise (2,739 (404,75)
Options outstanding at June 30, 2 10z $ 21,02
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6 Capital Share Transactions

Capital share transactions for the Funds were s

Page7€ of 10€

Short Term Bond Fund

Year Ended Year Endec
June 30, 2007 June 30, 2006
Class A Share Share: Dollars Share: Dollars
Shares sol 3,261,67 $ 32,858,56 176,14¢ $ 1,761,98i
Shares issued in reinvestment of distribut 20,72( 208,53 12,59¢ 126,01
Shares redeem (495,08!) (4,980,86) (196,93) (1,970,28i)

Net change resulting from Class A Share transas

2,787,31. $ 28,086,23

(818 $ (82,289

Year Ended Period Endec
June 30, 200 June 30, 200
Class C Share Share: Dollars Shares Dollars
Shares sol 79,48¢ $ 795,50¢ 199,93! $ 1,998,08!
Shares issued in reinvestment of distribut 37¢ 3,77¢ 14z 1,42¢
Shares redeem (11,21 (112,419 (191,979 (1,918,23)

Net change resulting from Class C Share transa

68,64¢ $ 686,86:

8,09¢ % 81,28

Year Ended Year Endec
June 30, 200 June 30, 200
Class | Share Share: Dollars Shares Dollars
Shares sol 1,474,85 $ 14,847,03 1,927,50 $ 19,284,54
Shares issued in reinvestment of distribut 56,93: 573,06! 78,60« 786,58¢

Shares redeem
Net change resulting from Class | Share transas
Net change resulting from Fund Share transac

(2,06421)  (20,781,78)

(2,540,76) _ (25,400,73)

(532,43) $ (5,361,67)

(534,65) $ (5,329,59)

2,32352 $ 2341141

(534,74) ¢ (5,330,60)
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Intermediate Bond Fund
Year Ended Year Endec
June 30, 200 June 30, 200
Class A Share Shares Dollars Shares Dollars
Shares sol 21,132,82  $ 209,032,01 9,911,827 $ 98,106,20
Shares issued in reinvestment of distribut 851,41 8,365,74. 512,20( 5,068,29!
Shares redeem (7,787,29) (76,428,90) (6,019,05) (59,586,33)
Net change resulting from Class A Share transa 14,196,94 $ 140,968,85 4,404,96! $ 43,588,17
Year Ended Year Endec
June 30, 2007 June 30, 2006
Class C Share Shares Dollars Shares Dollars
Shares sol 16,671,19 $ 164,668,74 9,329,24°  $ 92,294,97
Shares issued in reinvestment of distribut 1,279,12' 12,568,15 778,44. 7,697,74
Shares redeem (4,202,86)) (41,162,93) (4,557,86) (45,093,81)
Net change resulting from Class C Share transa 13,747,45 $ 136,073,97 5,549,820 $ 54,898,90
Year Ended Year Endec
June 30, 2007 June 30, 2006
Class | Share Shares Dollars Shares Dollars
Shares sol 16,044,36 $ 158,453,54 10,946,18 $ 108,365,47
Shares issued in reinvestment of distribut 1,122,75 11,046,06 662,36. 6,555,24!
Shares redeem (5,793,54) (56,882,85) (2,477,81) (24,534,89)

Net change resulting from Class | Share transas
Net change resulting from Fund Share transac

11,37357 $ 112,616,75

9,130,720 $ 90,385,82

39,31797 $ 389,659,57

19,08551 $ 188,872,89

High Income Fund

Year Ended Year Endec
June 30, 2007 June 30, 2006
Class A Share Shares Dollars Shares Dollars
Shares sol 9,054,57. $ 91,654,56 8,780,98 $ 90,497,83
Shares issued in reinvestment of distribut 3,287,66! 32,729,57 2,943,05 30,287,58
Shares redeem (14,118,73) (139,246,73) (8,405,32) (86,449,14)

Net change resulting from Class A Share transas

(1,776,49) $  (14,862,60)

3,318,720 $  34,336,27

Year Ended Year Endec
June 30, 2007 June 30, 2006
Class C Share Shares Dollars Shares Dollars
Shares sol 3,387,73"  $ 34,157,551 442148 $ 45,624,33
Shares issued in reinvestment of distribut 1,755,65: 17,488,71 1,686,78. 17,365,82
Shares redeem (4,921,79) (48,943,53) (3,694,61) (38,137,02)
Net change resulting from Class C Share transa 221,59. $ 2,702,68! 2,413,64 $ 24,853,13
Year Ended Year Endec
June 30, 200 June 30, 200
Class | Share Shares Dollars Shares Dollars
Shares sol 5,611,79 $ 56,457,17 8,062,000 $ 83,333,21
Shares issued in reinvestment of distribut 3,088,111 30,756,05 2,665,55 27,431,29
Shares redeem (10,320,64) (102,539,30) (5,422,11) (55,800,28)

Net change resulting from Class | Share transas
Net change resulting from Fund Share transac
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(1,620,73) $  (15,326,07)

530544 $ 54,964,22

(3,.175,64) $  (27,485,98)

11,037,80 $ 114,153,63
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7 Federal Tax Information

Each Fund of the Company is treated as a separtty fer federal tax purposes. No provision fodéeal income or excise
taxes is required since the Funds intend to coetiowjualify each year as regulated investment emieg under Subchapter
M of the Internal Revenue Code (the “Code”) andritiate substantially all their taxable net investrhincome and capital
gains to their shareholders.

Because federal income tax regulations differ famoounting principles generally accepted in thetééhBtates of America,
income and capital gain distributions determineddoordance with tax regulations may differ fronhingestment income
and realized gains recognized for financial repgrfpurposes. These differences are primarily duftering treatments for
gains/losses on principal payments of mortgage-dxhekd asset-backed securities and REIT adjustments

Permanent book and tax basis differences, if aigting to shareholder distributions will resultréctlassifications to paid-in-
capital. These reclassifications have no effecherassets or net asset values per share. Anyiéagain remaining at fiscal
year end is distributed in the following ye

For the fiscal year ended June 30, 2007, permatietences identified and reclassified among thegonents of net assets
were as follows:

High
Short Term Intermediate Income
Bond Fund Bond Fund Fund
Undistributed Net Investment Inco $ 53,72: $ 356,69: $ 13,459,14
Accumulated Net Realized Gain/(Loss) on Investn (53,72) (356,69) (13,459,14)

The tax character of distributions as reportedhenStatements of Changes in Net Assets for thalfiggar ended June 30,
2007 was as follows:

Short Term Intermediate High Income

Bond Fund Bond Fund Fund
Ordinary Incomé) $ 3,889,62 $ 58,933,35 $ 145,930,92
Long-Term Capital Gair — — —
Total Distribution: $ 3,889,62 $ 58,933,35 $ 145,930,92

@) For tax purposes, shc-term capital gain distributions are considered oty income distributions.
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The tax character of distributions as reportedhenStatements of Changes in Net Assets for thalfiggar ended June 30,
2006 was as follows:

Short Term Intermediate High Income

Bond Fund Bond Fund Fund
Ordinary Incom@ $ 3,289,02 $ 37,496,01 $ 137,801,01
Long-Term Capital Gair — — —
Total Distribution: $ 3,289,02 $ 37,496,01 $ 137,801,01

@) For tax purposes, shc-term capital gain distributions are considered iorary income distributions.

For the fiscal year ended June 30, 2007, the tais lsmamponents of net assets were as follows:

Short
Term Intermediate High Income
Bond Fund Bond Fund Fund

Gross Unrealized Appreciati $ 132,28t $ 1,797,82 $ 25,038,90
Gross Unrealized (Depreciatic (1,345,80) (59,416,86) (177,894,23)
Net Unrealized (Depreciatic (1,213,51) (57,619,04) (152,855,33)
Undistributed Ordinary Incon 311,30° 3,999,56. 13,247,62
Capital Loss Carryforwards and F-October Losse¢ (426,959 (4,068,84) (9,547,94)
Distributable Earning (115,657 (69,28 3,699,68!
Paic-in Capita 90,867,33 1,071,108,09 1,206,091,79
Net Asset 89,538,16 1,013,419,76 1,056,936,14

As of June 30, 2007, the Funds’ cost of investmfartfederal tax purposes was as follows:

Short Term Intermediate High Income
Bond Fund Bond Fund Fund
Cost of Investmen $ 87,614,05 $ 1,078,608,66 $ 1,198,608,12

Capital Loss Carryforwards-As of June 30, 2007, the following Funds had editss carryforwards, which will reduce the
Funds’ taxable income arising from future net 1zsdi gains on investments, if any, to the extennpited by the Code, and
thus will reduce the amount of the distributionsi@areholders which would otherwise be necessamsliteve the Funds of
any liability for federal tax. Pursuant to the Cpsach capital loss carryforwards will expire akofes:

Fund Expiring in 2012
Short Term Bond Fur $ 155,49¢
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For the fiscal year ended June 30, 2007, RegiongafoKeegan Select Short Term Bond Fund utilizeti 8 in capital
loss carryforwards.

Pos-October Losses DeferredPursuant to federal income tax regulations appleto investment companies, the Funds
have elected to treat net capital losses realizbaden November 1 and December 31 of each yearcasring on the first
day of the following tax year. For the fiscal yemded June 30, 2007, Regions Morgan Keegan Séiect Berm Bond Fun
Regions Morgan Keegan Select Intermediate Bond famddRegions Morgan Keegan Select High Income Fiaicd
$271,460, $4,068,849 and $9,547,941, respectiirelypst-October losses.

8 Below Investment Grade Debt Securities Ris

The Funds may invest in investment grade and balgestment grade debt securities, including morgbacked and asset-
backed securities. Below investment grade debtrgms) commonly known as “junk bonds,” involve igler degree of
credit risk than investment grade debt securitirethe event of an unanticipated default, a Fundldiexperience a reduction
in its income, a decline in the market value ofdkeurities so affected and a decline in the redtaslue of its shares. Duri
an economic downturn or period of rising inter@gés, highly leveraged and other below investmeadeyissuers may
experience financial stress that could adversdicatheir ability to service principal and interesyment obligations, to
meet projected business goals and to obtain additfimancing. The market prices of below investhgnade debt securities
are generally less sensitive to interest rate obsitigan higherated investments but are more sensitive to adesseomic ¢
political changes or individual developments specd the issuer than higher-rated investmentsoBsiof economic or
political uncertainty and change, such as the rtam@mket environment, can be expected to resuignificant volatility of
prices for these securities. Rating Services cengltese securities to be speculative in nature.

See also Note 9—Security Valuations and Subsedtsanits.
9 Security Valuations and Subsequent Events

Liquidity and Valuation of Portfolio Securitie—Recent instability in the markets for fixed incosezurities, particularly
mortgage-backed and asset-backed securities, tezs$eaf the liquidity of the Funds’ portfolios. Iddition, the Funds have
experienced significant net redemptions of theareh.

Under current market conditions, many of the Fumpdstfolio securities may be deemed to be illiqultiquid securities”are
generally those that cannot be sold or
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disposed of in the ordinary course of businespptaximately the prices at which they are valudadsTnay result in illiquid
securities being disposed of at a price differeminfthe recorded value since the market priceigtil securities generally
more volatile than that of more liquid securiti€kis illiquidity of portfolio securities may resut the Funds incurring
greater losses on the sale of some portfolio séesithan under more stable market conditions. $asdes can adversely
impact the Funds’ net asset values per share. Bhisér and its affiliates may periodically purchabares of the Funds at
net asset value or take other steps to providédiiggubut are not required to do so. Moreover, ¢hisrno assurance that these
measures would be sufficient to avoid adverse impadhe Funds. From July 1, 2007 through Augus807, the Adviser
and its affiliates purchased approximately $30.0ioniand $55.2 million in shares of Intermediater® Fund and High
Income Fund, respectively.

The current market instability has also made iterdifficult to obtain market quotations on manytted Funds’ portfolio
securities. In the absence of observable and teliabrket quotations, portfolio securities are edlby the Adviser at their
“fair value” under procedures established and nooed by the Funds’ Board of Directors.

A Fund may use the fair value of a security to gialie its NAV when, for example, (1) a portfoliacseity is not traded in a
public market or the principal market in which #ecurity trades is closed, (2) trading in a poidfgecurity is suspended and
not resumed prior to the normal market close, (@)rdfolio security is not traded in significantlvme for a substantial
period, or (4) the Adviser determines that the gtioh or price for a portfolio security provided ayealer or independent
pricing services is inaccurate.

Among the more specific factors that are considesethe Valuation Committee in determining the faitue of a security
are: (1) type of security; (2) financial statementtshe issuer; (3) cost at date of purchase (gdliyansed for initial valuation
(4) for restricted securities, the discount fronrkeavalue of unrestricted securities of the satasscat the time of purchase;
(5) the existence of a shelf registration for liet#d securities; (6) information as to any tratisas or offers with respect to
the security; (7) special reports prepared by ats]y8) the existence of merger proposals, teoffers or similar events
affecting the security; (9) the price and extenpuatblic trading in similar securities of the issoercomparable companies;
(10) the fundamental analytical data relating ®ittvestment; (11) the nature and duration of i&ins on disposition of tt
securities; and (12) evaluation of the forces wihdluence the market in which these securitiespamehased and sold.

There can be no assurance that a Fund could perchaell a portfolio security at the price usedaftulate the Fund’s
NAV. Changes in the fair valuation
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portfolio securities may be less frequent and e&tgr magnitude than changes in the price of dirt$ecurities valued at
their last sale price, by an independent pricingise, or based on market quotations.

In light of the market instability and the compligxof fair value judgments, the Board of Directaffective August 2007, h

retained an independent valuation consultant tistagsdetermining the fair value of certain of thends’ portfolio securities.
Fair valuation procedures are currently being usedlue a substantial portion of the assets oftneds. The “fair value” of
securities may be difficult to determine and thudgjment plays a greater role in this valuation pssc

The degree of judgment involved in determiningfdievalue of an investment security is dependg@uiuthe availability of
guoted market prices or observable market paramaiénen observable market prices and parametanstdexist, judgment
is necessary to estimate fair value. The valugiimeess takes into consideration factors suchtasest rate changes,
movements in credit spreads, default rate assungptrepayment assumptions, type and quality dhteshl, security
seasoning, and market dislocation. Imprecisiorstimeting fair value can impact the amount of utized appreciation or
depreciation recorded for a particular portfolicwwgty and differences in the assumptions useddcmgult in a different
determination of fair value, and those differencesld be material. The following table sets fortbemsitivity analysis to
demonstrate the inherent volatility, on an absohatieie basis, in the value of the Funds’ “fair vadlUinvestments at
August 31, 2007. A hypothetical 10% change in fiadr ‘value” of all such portfolio securities coulglsult in an increase or
decrease in valuation of the overall portfolio leé magnitude listed below. These measures do fiettreiversification
benefits across categories of assets and, givediffeeing likelihood of such events occurring, $eemeasures have not been
aggregated:

10% Sensitivity Measure Short Term Intermediate High Income
as of August 31, 2007*** Bond Fund Bond Fund Fund

A-Rated Securities by NRSRO . . .. .. $ 1,247,82. $ 15,157,19 $ 2,255,09.
B-Rated Securities by NRSRO . . . . . . . 1,059,31; 18,846,40 13,757,14
C-Rated Securities by NRSRO . .. .. .. — 26,94 1,218,47.
Other/Unrated Securities . . ......... — 599,62! 12,502,88

***  Unaudited.
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The following tables illustrate the level of esti@sinherent in the fair value determinations ahelBund and the instability
in the markets and the impact to the net assdtsedfunds during the periods indicated for se@sgitvhose fair values were
determined by the Valuation Committee.

The tables reconcile the securities whose fairasluere determined by the Valuation Committee foorm period end to
another, including demonstrating the amounts oflpases/(sales), realized gains/(losses), changeséalized appreciation/
(depreciation), and the effects of accretion/(amation) during the periods indicated. Credit rgtreclassifications represent
securities whose credit ratings were changed tatiamally recognized statistical rating organizat{thNRSRQ”). Change
source to/(from) fair value represents securitied tere fair valued by the Valuation Committeeimigisome but not all of
the periods indicated. For the periods in whichgéeurities were not fair valued by the Valuatiamn@nittee, they were
priced under the Fund’s pricing procedures baseaarket quotations.

79

http://lwww.sec.gov/Archives/edgar/data/1072377/A@EB1L2507213143/dncsr.h 1/24/201(



N-CSk

MORGAN KEEGAN SELECT FUND, INC.

Short Term Bond Fund

Fair valued investments at valu—
June 30, 2006
Net purchases at ct
Realized gair
Change in unrealized appreciation/(deprecia
Accretion/(amortizatior
Fair valued investments at valu—
June 30, 200

Net purchases/(sales) at cosl

Realized gains/(losses)*

Change in unrealized (depreciation)

Accretion/(amortization)**

Change source to/(from) fair value’

Fair valued investments at valu—
August 31, 2007***

***  Unaudited.
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A-Rated B-Rated
Securities Securities
by NRSRC % by NRSRC %
$ 4,408,32 36.% $ 7,620,33 63.2%
6,710,97 46.4% 6,259,14 43.2%
4,99( 6.1% 77,14: 93.%%
(1,217 0.2% (540,75)) 105.6%
(9,487) 318.2% 6,50¢ (218.2%
$11,113,58 42.6% $13,422,36 51.5%
1,785,38 (636.9% (447,82) 159.6%
58¢ (0.5% (229,54 207.1%
(817,17)) 20.2% (3,169,94) 78.%%
(4,169 216.% 2,24¢ (116.9%
400,00( 28.2% 1,015,81 71.1%
$12,478,22 54.1% $10,593,12 45.9%
1/24/201(
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Other/
Unrated
Securities % Total %
$ — —_ $12,028,65 10C%
1,500,00! 10.2% 14,470,11 10C%
— — 82,13: 10C%
30,00( (5.9% (511,97) 10C%
— — (2,98) 10C%
$ 1,530,00! 5.€% $26,065,95 10C%
(1,618,12) 576.1% (280,56 10(%
118,12¢ (106.6% (110,83 10C%
(30,000 0.7% (4,017,11) 10C%
— — (1,920 10C%
— — 1,415,81L 10C%
$ — — $23,071,34 10%

http://lwww.sec.gov/Archives/edgar/data/1072377/A@EB1L2507213143/dncsr.h
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Intermediate Bond Fund

Fair valued investments at valu—
June 30, 2006

Net purchases at ct

Realized gains/(loss¢

Change in unrealized (depreciati

Accretion/(amortizatior

Change source to/(from) fair va

Credit rating reclassificatio

Fair valued investments at valu—
June 30, 2007

Net (sales) at cost*

Realized gains/(losses)*

Change in unrealized (depreciation)

Accretion/(amortization)**

Change source to/(from) fair value’

Credit rating reclassifications*

Fair valued investments at valu—
August 31, 2007***

***  Unaudited.
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A-Rated
Securities

by NRSRC

$ 87,998,10
147,891,29
407,13
(2,229,84)
(884,16
(9,005,83)

$224,176.68

(51,352,53)
(4,187,90)
(21,665,47)
(205,239
4,806,38!

$151,571,92

%

23.%
80.%
(43.9%
10.1%
222.%

41.7%

43.5%

61.0%
47.(%
20.1%
179.%%
14.&%

43.8%

Page8€ of 10¢
B-Rated
Securities
by NRSRC %
$258,819,35 68.6%
28,829,64 15.7%
223,47t (24.2%
(16,061,84) 72.5%
482,08t (121.0%
(10,512,38) 48.€%
2,856,73 —
$264,637,06 51.4%
(25,562,92) 30.4%
(4,603,02) 51.7%
(80,362,29) 74.5%
26,01¢ (22.79%
25,840,74 79.1%
8,488,44. —
$188,464,02 54.4%
1/24/201(
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C-Rated

Securities
by NRSRC %
$ 189,00( 0.1%
(239 —
23¢ (0.1)%
(189,001) 0.9%
193,32 =
$ 193,32 =
(200,85() 2.2%
(1,491,75) 1.4%
1,03 (0.9%
1,767,69! 5.5%
$ 269,44 0.1%

Other/
Unrated
Securities

$ 29,049,88
7,234,91;
(1,559,54)
(3,855,67)
3,52
(1,907,61)

(3,050,06)

$ 25,915,41

(7,212,84)
88,62
(4,370,24)
63,74

(8,488,44)

%

7.7%
3.9%
167.%
17.%

(0.9%
8.8%

5.0%

8.6%
(1.0%

4.1%
(55.0%

1.7%

83

Total

$ 376,056,34
183,955,84
(928,93)
(22,147,60)
(398,31()
(21,614,82)

$ 514,022,50

(84,128,30)
(8,903,15)
(107,889,77)
(114,44)
32,414,82

$ 346,301,64
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%

10(%
10(%
10(%
10(%
10(%
10(%

10(%
10(%
10(%
10(%
10(%
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High Income Fund

A-Rated B-Rated
Securities Securities
by NRSRC % by NRSRC %
Fair valued investments at valu—

June 30, 2006 $11,225,12 1.% $373,574,47 63.2%
Net purchases/(sales) at ¢ 26,968,39 25.1% (16,087,93) (15.0%
Realized gains/(loss¢ (447,32) 6.1% (1,759,82) 23.&%
Change in unrealized (depreciati (2,050,28) 2.1% (61,288,54) 61.2%
Accretion/(amortizatior (3,054,14) (70.0% 3,670,68! 84.2%
Change source to/(from) fair va (1,036,70) (3.9)% 32,710,87 107.6%
Credit rating reclassificatio — _— 4,079,69. —
Fair valued investments at valu—

June 30, 2007 $31,605,06 1% $334,899,42 23.t%
Net (sales) at cost * (1,432,84) 1.C% (91,101,61) 63.2%
Realized (losses) * (10,893,51) 22.5% (20,170,34) 41.71%
Change in unrealized appreciation/(depreciatior 3,535,591 (2.5% (87,870,42) 61.4%
Accretion/(amortization)** (263,37)) (46.0% 264,88: 46.2%
Change source to/(from) fair value’ — — 7,325,22. 101.%%
Credit rating reclassifications * — i (5,775,70) —
Fair valued investments at valu—

August 31, 2007 *** $ 22,550,92 7.€% $137,571,42 46.2%

***  Unaudited.

The net purchases/(redemptions) from each Funchesidad total return of each Fund’s Class A Shéoethe period July 1,
2007 through August 31, 2007 was as follows:

Net
Purchases/
(Redemptions) Total
Fund * Return*
Short Term Bond Fur $ 1,325,30 (4.55%
Intermediate Bond Ful (330,931,67) (16.89)%
High Income Fun (374,500,25) (30.69)%

*  Unaudited and not annualize
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C-Rated
Securities
by NRSRC

$ 39,126,62
(23,696,10)
873,84!
(3,648,89)
2,075,98'
(52,769
2,464,061

$ 17,142,76

(5,098,58)
(3,157,08)
(3,897,09)
302,14
823,05
6,069,54:

$ 12,184,73
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%

6.6%
(22.0%
(11.9%
3.7%
47.71%
0.2%

2%
3.5%
6.5%
2.1%

52.%%
11.4%

4.1%

Other/
Unrated

Securities

$ 166,092,07
120,182,18
(6,059,04)
(32,908,09)
1,664,08
(1,206,90)

(6,543,75)

$ 241,220,555
(46,301,56)
(14,151,34)
(54,784,92)

267,610
(927,64)
(293,83))

$ 12502886

85

%

28.2%
111.9%
82.0%
32.%
38.2%
(4.0%

38.6%

32.2%
29.%
38.9%
46.8%
(12.9%

42.(%

Total

$ 590,018,29
107,366,53
(7,392,34)
(99,895,81)
4,356,62,
30,414,50

$ _624,867.80

(143,934,60)
(48,372,29)
(143,016,85)
571,26t
7,220,64

$ 297,33595
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10(%
10(%
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10(%
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100%
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REPORT OF INDEPENDENT REGISTERED
CERTIFIED PuBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Morigaegan Select Fund, Inc.:

In our opinion, the accompanying statements oftags® liabilities, including the portfolios of iestments, and the related
statements of operations and of changes in netsaasé the financial highlights present fairly aihmaterial respects, the
financial position of Regions Morgan Keegan Sefubrt Term Bond Fund, Regions Morgan Keegan Séleetmediate
Bond Fund and Regions Morgan Keegan Select HigbniecFund (constituting Morgan Keegan Select Fumel, hereafter
referred to as the “Funds”) at June 30, 2007, ¢salts of each of their operations for the yean threded, the changes in each
of their net assets for each of the two yearseénpidriod then ended and the financial highlightsefch of the periods
presented, in conformity with accounting principtenerally accepted in the United States of Amefitese financial
statements and financial highlights (hereafterrreteto as “financial statements”) are the resgulitsi of the Funds’
management; our responsibility is to express aniopion these financial statements based on outsaide conducted our
audits of these financial statements in accordarittethe standards of the Public Company Accoun@wgrsight Board
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout whether the
financial statements are free of material misstatgmAn audit includes examining, on a test basiglence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andfis@mt estimates made
management, and evaluating the overall financé#éstent presentation. We believe that our audh#wincluded
confirmation of securities at June 30, 2007 by espondence with the custodian, brokers, and thkcatipn of alternative
auditing procedures where securities purchasechbebeen received, provide a reasonable basitiéooppinion expressed
above.

As explained in Notes 2 and 9, the financial staetsinclude securities valued at $26,065,956 &8gnt of net assets),
$514,922,503 (51 percent of net assets) and $628@3 (59 percent of net assets) of Regions Mokggegan Select Short
Term Bond Fund, Regions Morgan Keegan Select Irgdiate Bond Fund and Regions Morgan Keegan SelgbtlHcome
Fund, respectively, whose fair values have beematdd in good faith by Morgan Asset Management,' $rivaluation
Committee under procedures established by the FBudsd of Directors in the absence of readily asipable market
values. However, these estimated values may diffgrificantly from the values that would have besed had a ready
market for the securities existed, and the diffeesncould be material.

PricewaterhouseCoopers LLP
Tampa, Florida
October 3, 2007
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BoARD OF DIRECTORS AND OFFICERS

The following tables set forth information concemgpithe Directors and Officers of the Funds. Allgmers named as Directors
and Officers also serve in similar capacities far dther registered investment companies in théoRedlorgan Keegan
Fund complex overseeing a total of eighteen pao$olThe Regions Morgan Keegan Fund complex indiMdergan Keegan
Select Fund, Inc., Regions Morgan Keegan Selecd$URMK Advantage Income Fund, Inc., RMK High Inefund, Inc.,
RMK Multi-Sector High Income Fund, Inc. and RMK &tegic Income Fund, Inc.

An asterisk (*) indicates the Directors and/or ©dfis who are “interested persom$the Funds as defined by the 1940 Ac
virtue of their positions with the Adviser, Morg&eegan and/or Regions, the publicly held parethefAdviser, and its
other subsidiaries. The Statement of Additionabinfation for the Funds includes additional inforimatabout the Fund’s
Directors and is available upon request, withowatrgh, by calling the Funds toll-free at 800-564-218

DIRECTORS

Name, Addresé), Age,
Position(s) held with Funds,
Term of Office®,

Length of Service

Principal Occupation(s) During Past Five Year
and Other Directorships Held by Director

Allen B. Morgan, Jr.*
Age 64, Chairman and Director,
Since 1999

J. Kenneth Alderman*
Age 55, Director,
Since 2003

Mr. Morgan has served as a Director and Vice-Chairiof Regions
Financial Corporation since 2001 and 2003, respelgti He also has
served as a Director of Morgan Asset Managemeat,since 1993. Mr.
Morgan has been Chairman of Morgan Keegan & Complagy since
1969 and Executive Managing Director of Morgan Kae§ Company,
Inc. since 196!

Mr. Alderman has been President of Regions Morgeed&n Trust and
Vice-Chairman and Chief Executive Officer of Morgan Adganagemen
Inc. since 2002. He has been Executive Vice PrasiofeRegions Financii
Corporation since 2000. He is a Certified Publicéuntant and he holds
the Chartered Financial Analyst designa
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Name, Addresé), Age,
Position(s) held with Funds,
Term of Office®,

Length of Service

Principal Occupation(s) During Past Five Year
and Other Directorships Held by Director

Jack R. Blair
Age 65, Director,
Since 2005

Albert C. Johnson
Age 62, Director,
Since 2005

James Stillman R. McFadden
Age 49, Director,
Since 199

W. Randall Pittman
Age 53, Director,
Since 2003

Mr. Blair serves as non-executive Chairman of DIh©, (orthopedic
equipment). He also serves as a director of Nu\éasnc. (medical device
company), Buckman Laboratories, Inc. (specialtynticals manufacturer)
and Active Implants Corporation (orthopedic medibaice company).
Mr. Blair served as noexecutive Chairman of SCB Computer Technol
Inc. from September 2000 until March 2004 whendbepany was
acquired by CIBER, In

Mr. Johnson has been an independent financial tianssince 1998. He
also has served as a Director of Books-A-Milliam;.Isince 2005. He was
Senior Vice President and Chief Financial Officebann Investment
Company (construction) from 1994 to 1998. He alss with Arthur
Andersen LLP from 1965 to 1994, retiring as the Bfing Partner of the
firm’s Birmingham Office

Mr. McFadden has been Chief Manager of McFaddenr@anications,
LLC (commercial printing) since 2002. He also hesyed as a Director for
several private companies since 1!

Mr. Pittman has been Chief Financial Officer of Ey@an Inc. (healthcare
information systems) since 2002. From 1999 to 26@2yas Chief
Financial Officer of BioCryst Pharmaceuticals, Iffmotechnology). From
1998 to 1999, he was Chief Financial Officer of i@iRharm, Inc.
(pharmaceuticals). From 1995 to 1998, he servekkasor Vice President —
Finance of CaremarkRx (pharmacy benefit managemerdin 1983 to
1995, he held various positions with AmSouth Bapoaation (bank
holding company), including Executive Vice Presidand Controlle
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Name, Addres$), Age,
Position(s) held with Funds,
Term of Office®,

Length of Service

Principal Occupation(s) During Past Five Year
and Other Directorships Held by Director

Mary S. Stone
Age 56, Director,
Since 2003

Archie W. Willis, Il
Age 49, Director,
Since 2002

Ms. Stone has been a professor at the Universigtaifama Culverhouse
School of Accountancy since 1981 and held the Hoiglverhouse
Endowed Chair of Accountancy since 2002. She hagdas Director of
the Culverhouse School of Accountancy since 2004.iS also a former
member of Financial Accounting Standards Advisoop@xil, AICPA,
Accounting Standards Executive Committee and AA@8Brnational
Accounting Accreditation Committee. She is a CextifPublic Accountar

Mr. Willis has been President of Community Capffeldancial advisory
and real estate development) since 1999 and Viesident of Community
Realty Company (real estate brokerage) since 198%vas a First Vice
President of Morgan Keegan & Company, Inc. from11f91999. He also
has served as a Director of Memphis Telecom, LI€es?001 and a
Member of the Advisory Board of "-State Bank of Memphis since 20

@ The address of each Director is c/o the Companfyy North Front Street, 21st Floor, Memphis, Tersees38103.

(2 Each Director serves until his or her resignatianretirement.
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OFFICERS

Name, Addresé), Age,
Position(s) held with Funds,
Term of Office®,

Length of Service

Principal Occupation(s) During Past Five Year

Brian B. Sullivan*
Age 52, President,

Since 2006

Thomas R. Gambl¢
Age 64, Vice President,
Since 2003

Mr. Sullivan has served as President and Chiefdtment Officer of
Morgan Asset Management, Inc. since 2006. From 182902 and from
2005 to 2007, Mr. Sullivan has served as PresidieAmSouth Asset
Management, Inc., which will merge into Morgan Adgkeanagement, Inc.
in late 2007. From 1996 to 1999 and from 2002 1©=20/r. Sullivan
served as Vice President of AmSouth Asset Managgrren Since joinin
AmSouth Bank in 1982 through 1996, Mr. Sullivanveetin various
capacities including Equity Research Analyst anéefRixed Income
Officer and was responsible for Employee BenefiigfBlio Management
and Regional Trust Investments. He holds the CredtEinancial Analyst
designatior

Mr. Gamble has been an executive at Regions Fiab@orporation since
1981. He was a Corporate IRA Manager from 20000t@l2and a Senior
Vice President and Manager of Employee Benefite@aBirmingham Trus
Department of Regions Bank from 1981 to 2!
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SUPPLEMENTAL |INFORMATION

Name, Addresé), Age,
Position(s) held with Funds,
Term of Office®,

Length of Service

Principal Occupation(s) During Past Five Years

J. Thompson Weller

Age 42, Treasurer, Since 2096and Assistal
Secretary,

Since 2003

Charles D. Maxwel®*
Age 53, Secretary and Assistant Treasurer,
Since 1999

http://lwww.sec.gov/Archives/edgar/data/1072377/A@EB1L2507213143/dncsr.h

Mr. Weller has been a Managing Director and Colgralf Morgan
Keegan & Company, Inc. since 2001. He was Senioe Wresident and
Controller of Morgan Keegan & Company, Inc. from8%o 2001,
Controller and First Vice President from 1997 t®89Controller and Vice
President from 1995 to 1997 and Assistant Contréiéan 1992 to 1995.
Mr. Weller also served as a Business Systems Anialyke Investment
Information Division of Metropolitan Life Insuran€go. from 1991 to
1992. Mr. Weller was also with Arthur Andersen &.Qp1988 and
Andersen Consulting from 1989 to 19

Mr. Maxwell has been Executive Managing Directonjef Financial
Officer, Treasurer and Secretary of Morgan Keega@atnpany, Inc. since
2006. Mr. Maxwell previously served as Managingedtor of Morgan
Keegan & Company, Inc. from 1998 to 2006 and AasisTreasurer and
Assistant Secretary of Morgan Keegan & Company, fimen 1994 to
2006. Mr. Maxwell has been Secretary and TreasfrBtorgan Asset
Management, Inc. since 1993. He was Senior Vicsitkat of Morgan
Keegan & Company, Inc. from 1995 to 1997. Mr. Makvaéso was with
the accounting firm of Ernst & Young LLP from 19#61986 and served
as a Senior Manager from 1984 to 1!
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SUPPLEMENTAL |INFORMATION

Name, Addres$), Age,
Position(s) held with Funds,
Term of Office®,

Length of Service Principal Occupation(s) During Past Five Year

Michele F. Wooc* Ms. Wood has been the Chief Compliance Officer of$an Asset

Age 38, Chief Compliance Officer, Management, Inc. since 2006 and is also a Senie Fresident of Morge
Since 2006 Keegan & Company, Inc. She was a Senior AttornelyFrst Vice

President of Morgan Keegan & Company, Inc. from2@D2006. She was
a Staff Attorney with FedEx Corporation from 20012002 specializing in
employment litigation. She was an Associate withd=» Harrison LLP
from 1997 to 200:
@ The address of Messrs. Weller and Maxwell and MmdNs 50 North Front Street, Memphis, Tenness&@038The
address of Messrs. Sullivan and Gamble is 190JA6dnue North, 4th Floor, Birmingham, Alabama 35203.

@ Officers of the Funds are elected and appointecuafin by the Board of Directors and hold office ilittiey resign, are
removed or are otherwise disqualified to serve.

@) On November 10, 2006, the Board of Directors offthads appointed Mr. Brian B. Sullivan as Presidand Mr. J.
Thompson Weller as Treasurer of the Funds to repMc Carter E. Anthony and Mr. Joseph C. Wellespectively, who
retired as officers of the Funds.
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SUPPLEMENTAL INFORMATION
Privacy PoLicy NOTICE

Regions Morgan Keegan Select Funds, their disoib{Morgan Keegan & Company, Inc.) and their agératerred to as the
“Funds,” “we” or “us”) recognize that consumersféreed to as “you” or “your”) expect us to protécith your assets and
financial information. We respect your right toyaty and your expectation that all personal infdieamaabout you or your
account will be maintained in a secure manner. YWéeeammitted to maintaining the confidentialitycsgty and integrity of
client and shareholder information. We want youriderstand the Funds’ policy that governs the hiagdif your
information, how the Funds gather information, hbwat information is used and how it is kept secure.

Information the Funds Collect

The Funds collect nonpublic personal informatioowtlyou from the following sources:

[ | We may receive information from you, or from yoimancial representative, on account applicatiotiegrdforms or
electronically (such as through the Funds’ wehsitether electronic trading mechanisms). Exampfdhkis
information include your name, address, social sgcoumber, assets and incon

| We may receive information from you, or from yoimancial representative, through transactions wélor others,
correspondence and other communications. Examplbssanformation include specific investments grair account
balances

[ | We may obtain other personal information from yeednnection with providing you a financial prodoctservice.
Examples of this information include depositorybil®r credit account numbel
Information Sharing Policy

The Funds may share the nonpublic personal infeomatout you, as described above, with finandialan-financial
companies or other entities, including companies ithay be affiliated with the Funds and other nfiligted third parties, for
the following purposes:

| We may share information when it is necessary agdired to process a transaction or to serviceseomer
relationship. For example, information may be stiavéh a company that provides account record kegepervices or
a company that provides proxy services to sharehs!
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| We may share information when it is required omg#ied by law. For example, information may be sldain response
to a subpoena or to protect you against fraud tr someone who has established a legal benefitideist, such as a
power of attorney

[ | We may disclose all of the information we collext,described above, to companies that perform niiagker other
services on our behalf or to other financial inskitns with whom we have agreements, for the lichgarpose of
jointly offering, endorsing or sponsoring a finaaigdroduct or service. For example, we may shdmrimation abou
you for these limited purposes with the bank, bralealer or other financial intermediary throughowhyou purchase
the Funds’ products or services, or with providgrmarketing, legal, accounting or other profesal@ervices. The
Funds will not, however, disclose a consumer’s antaumber or similar form of access number or seo®de for
credit card, deposit or transaction accounts toramaffiliated third party for use in telemarketimrect mail or other
marketing purpose:

Except as described above, the Funds do not shatenser information. We will not rent, sell, traoleotherwise release or
disclose any personal information about you. Arfgrimation you provide to us is for the Funds’ uséyolf you decide to
close your account(s) or become an inactive custoneewill adhere to the privacy policies and pieas as described in this
notice.

Information Security

When the Funds share nonpublic customer informatiitim third parties hired to facilitate the deliyesf certain products or
services to our customers, such information is naaddéable for limited purposes and under conttbtgcumstances
designed to protect our customers’ privacy. We iregthird parties to comply with our standards relgzg security and
confidentiality of such information. We do not pérthem to use that information for their own oyasther purposes, or re
sell, trade or otherwise release or disclose tfegnmation to any other party. These requiremerggaflected in written
agreements between the Funds and the third paxtice@roviders.

The Funds protect your personal information in sgivweays. We maintain physical, electronic and pohwral safeguards to
guard your nonpublic personal information. Eacltheffollowing sections explains an aspect of thedsitcommitment to
protecting your personal information and respecgiogr privacy.
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Employee Access to Information

All of the Funds’ employees must adhere to the Bupdlicy on confidentiality. Employee access tstomer information is
authorized for business purposes only, and theegegfraccess is based on the sensitivity of thermdtion and on an
employee’s or agent’s need to know the informatiarder to service a customer’s account or comyli legal
requirements.

Visiting the Funds’ Website

| The Funds’ website (www.rmkfunds.cpmathers and maintains statistics about the numibeésitors as well as what
information is viewed most frequently. This infortiea is used to improve the content and level ofise we provide
to our clients and shareholde

Information or data entered into a website willrkb&ined.

Where registration to a website or re-entering @aasinformation on a website is required, “cookia® used to
improve your online experience. A cookie is a war\febsites to recognize whether or not you hasited the site
before. It is a small file that is stored on yoamputer that identifies you each time you re-\@sit site so you don't
have to resubmit personal information. Cookies e¥aster access into the webs

[ | We may also collect non-personally identifiableshniet Protocol (“IP”) addresses for all other wisitto monitor the
number of visitors to the site. These -personally identifiable IP addresses are nevereshaith any third party

E-mail

If you have opted to receive marketing informaticom the Funds by e-mail, it is our policy to indiinstructions in all
marketing messages on how to unsubscribe from gubsée-mail programs. Some products or serviaes the Funds are
intended to be delivered and serviced electronicBimail communication may be utilized in suchesadf you participate in
an employer-sponsored retirement plan administeyetie Funds, we may, at your employer’s requesty you e-mail on
matters pertaining to the retirement plan.

Please do not provide any account or personalnmdtion such as social security numbers, accounbeusror account
balances within your e-mail correspondence to us.cahnot use e-mail to execute transaction insdngtprovide personal
account information or change account registrat@a.can, however, use e-mail to provide you withribcessary forms.
You can also use customer service to do so. Cadlllibee at 800-564-2188.
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Surveys/Aggregate Data

Periodically, the Funds may conduct surveys abioantial products and services or review elemehtsistomer informatio
in an effort to forecast future business needs.Hurals then generate reports that include aggregaseregarding its
customers. Aggregate data classifies customernr#tion in various ways but that does not identifividual customers.
These reports may also include information on welisaffic patterns and related information. Thesgworts are used for the
Funds’ planning, statistical and other corporatgpses. Aggregate data may also be shared withnekgearties, such as
marketing organizations. However, no informatioshared by which any individual customer coulddentified.

Changes to Our Privacy Statement

The Funds reserve the right to modify or removespatrthis privacy statement at any time. Noticé ke provided to you in
advance of any changes that would affect your siginider this policy statement.

Proxy VOTING PoLICIES & RECORDOF VOTING ACTIVITY

The Funds vote proxies related to their portfobowgities according to a set of policies and pracesi approved by the
Funds’ Board of Directors. You may view the proxating activity for each Fund during the most redsrdlve month period
ended June 30 as well as a description of theipsland procedures, without charge, by calling 868-2188, by visiting the
Fund’s website at www.rmkfunds.coon by visiting the SEC’s website at www.sec.gov

QUARTERLY REPORTSON PORTFOLIO HOLDINGS

The Funds file their complete schedules of pomtfbibldings as of the first and third quarters @fitliscal years on Form N-
Q with the SEC no more than sixty days after tlwselof those quarters. You may obtain the FundshRé-Q filings,
without charge, by calling 800-564-2188 or you mayw these filings by visiting the SEC’s websitenatw.sec.govThe
Funds’ last Form N-Q filing is available on the Eshwebsite at www.rmkfunds.carithe Funds’ Form NQ filings may alsc
be reviewed and copied at the SEC’s Public Refer&wom in
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Washington, D.C. Call 800-SEC-0330 for informatamthe operation of the Public Reference Room. gcdption of the
Funds’ policies and procedures with respect toloésce of its portfolio securities is availabletie Funds’ Statement of
Additional Information.

FEDERAL TAX INFORMATION
(UNAUDITED)

For the fiscal year ended June 30, 2007, the anufuahg-term capital gain designated by Regionsdda Keegan Select
Short Term Bond Fund, Regions Morgan Keegan Seliggt Intermediate Bond Fund and Regions Morgan ldaeggelect
High Income Fund were $0, $0 and $0, respectively.

For the fiscal year ended June 30, 2007, 1.0798%4.and 5.33% of the distributions from net invesitiecome paid by
Regions Morgan Keegan Select Short Term Bond Faedjons Morgan Keegan Select Intermediate Bond mddRregion
Morgan Keegan Select High Income Fund, respectiwly qualifying dividends which may be subjecatminimum tax rate
of 15%, as provided by the Jobs and Growth TaxdRélct of 2003. Complete information is reportecconjunction with
reporting of your distributions on Form 1099-DIV.

Of the ordinary income (including short-term cabifain) distributions made by Regions Morgan Kee§atect Short Term
Bond Fund, Regions Morgan Keegan Select Intermedanhd Fund and Regions Morgan Keegan Select Higbnhe Fund
during the fiscal year ended June 30, 2007, 1.a7%3% and 5.33%, respectively, qualified for thadind received
deduction available to corporate shareholders.
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INVESTMENT ADVISER

Morgan Asset Management, Inc.
1901 6th Avenue North, 4th Floor
Birmingham, Alabama 352

LecAL COUNSEL

Kirkpatrick & Lockhart Preston Gates Ellis LLP
1601 K Street, N.W.

Washington, D.C. 200(

I NDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
PricewaterhouseCoopers LLP

4221 West Boy Scout Boulevard, Suite 200
Tampa, Florida 33607-5745

CuUSTODIAN

State Street Bank & Trust Company
801 Pennsylvania Avenue

Kansas City, Missouri 6411

ADMINISTRATOR , DISTRIBUTOR &
TRANSFER AGENT

Morgan Keegan & Company, Inc.
Morgan Keegan Tower

50 North Front Street

Memphis, Tennessee 38:

Shares of Regions Morgan Keegan Select Fundsslifees of all mutual funds, are not bank depositdblbgations, are not
guaranteed by any bank and are not insured or gigg@ by the U.S. government, the Federal Depositrance Corporatio
the Federal Reserve Board or any other governngamcy. Investment in mutual funds involves investhresk, including
possible loss of principal.

This report is authorized for distribution to prasgive investors only when preceded or accompabyettie Funds’
prospectus. An investor should consider each [s investment objectives, risks and charges aneémsgs carefully before
investing or sending money. This and other imparit@ormation about the investment company carobed in the Funds’
prospectus. To obtain a prospectus, call-free 800-564-2188. Please read the prospectusfullydefore investing.
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REGIONS MORGAN KEEGAN COMPLEX

The Regions Morgan Keegan Fund complex offers nidiusals with a broad variety of investment objeetito meet the
financial needs of all types of investors. With epgmately $7.1 billion in assets, the fund compilesiudes five equity
funds, one balanced fund, five bond funds, onesteempt bond fund, two money market funds and ftased-end funds.
You may see an overview of each Fund by visitirgRhinds’ website at www.rmkfunds.colou may also download each
Fund’s most recent marketing flyer, prospectus,amtual and semi-annual reports to shareholders.

REGIONS MORGAN KEEGAN SELECT FAMILY OF FUNDS
| EQUITY FUNDS

Regions Morgan Keegan Select Mid Cap Growth Fund
Regions Morgan Keegan Select Growth Fund
Regions Morgan Keegan Select Core Equity Fund
Regions Morgan Keegan Select Mid Cap Value Fund
Regions Morgan Keegan Select Value Fund

B BALANCED FUND

Regions Morgan Keegan Select Balanced Fund

B BOND FUNDS

Regions Morgan Keegan Select High Income Fund

Regions Morgan Keegan Select Intermediate Bond Fund
Regions Morgan Keegan Select Fixed Income Fund

Regions Morgan Keegan Select Limited Maturity Fikedome Fund
Regions Morgan Keegan Select Short Term Bond Fund

B TAX-EXEMPT BOND FUND

Regions Morgan Keegan Select Intermediate Tax Ex&apd Fund

B MONEY MARKET FUNDS

Regions Morgan Keegan Select Treasury Money Mdrkatl
Regions Morgan Keegan Select Money Market Fund

REGIONS MORGAN KEEGAN CLOSED-END FUNDS

RMK Advantage Income Fund, Inc. (NYSE: RMA)

RMK High Income Fund, Inc. (NYSE: RMH)

RMK Multi-Sector High Income Fund, Inc. (NYSE: RHY)
RMK Strategic Income Fund, Inc. (NYSE: RSF)
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Morgan Keegan & Company, Inc. is a full service broker dealer
that provides personalized investment services to its clients
from over 400 offices in 19 states. Please access our website
www.morgankeegan.com to locate the Morgan Keegan branch
nearest you or contact us at 1-800-366-7426. Morgan Keegan
& Company, Inc. is a wholly owned subsidiary of Regions
Financial Corporation, a regional financial holding company
(NYSE: RF).
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ltem 2. Code of Ethics.

The Fund has adopted a code of ethics as definkenmn2 of Form N-CSR that applies to the Fundiagipal executive
officer and principal financial officer. Exhibit &f the Fund’s code of ethics was amended duringdivered period to add
Mr. Brian B. Sullivan and Mr. J. Thompson Wellercasered officers to replace Mr. Carter E. Anthamg Mr. Joseph C.
Weller who retired on November 10, 2006 as prinagp&cutive and principal financial officer, respeely. The Fund has
not made any substantial amendments to its codéhafs during the covered period. The Fund alsambagranted any
waivers from any provisions of the code of ethiasing the covered period. A copy of the Fund’s coflethics is filed as an
exhibit pursuant to Iltem 12(a)(1).

Item 3.  Audit Committee Financial Expert.

The Fund’s Board of Directors (the “Board”) hasatetined that Albert C. Johnson, James Stillman BF&dden, W.
Randall Pittman and Mary S. Stone are audit coremitinancial experts, as defined in Iltem 3 of FOHESR, serving on its
Audit Committee. Messrs. Johnson, McFadden andchBittand Ms. Stone are independent for purposederaf3(a)(2) of thi:
Form N-CSR.

Iltem 4.  Principal Accountant Fees and Service:
(a)-(d)_Audit and NorAudit Fees

Fees billed by PricewaterhouseCoopers LLP (“Pw@t)dudit and nomudit services provided to the Fund for the figesdrs
ended June 30, 2007 and June 30, 2006 were aw$ollo

2007 200¢
(a) Audit Fee: $311,00( $105,00(
(b) Audit-Related Fedd 25,00 11,00(
(C) Tax Fee® 11,00  10,00(
(d) All Other Fee® 6,00( —
Total Fee $353,00( $126,00(

() Consists of fees for auditing the Fund’s transfierd and issuance of consent for Form N-14 filing.
@ Consists of fees for preparing the Fund’'s U.S. inedax returns.

@) Consists of out-of-pocket expenses.

(e)(1) PreApproval of Audit and NorAudit Services

Audit and non-audit services provided to the Fuegliire pre-approval by the FusdAudit Committee. The Audit Committ
pre-approves these services on a case-by-case Dasisudit Committee also must pre-approve thaseaudit services
provided to the Fund'’s investment adviser and antigyecontrolling, controlled by or under commomém| with the Fund’s
investment adviser (the “Affiliated Service Provigi® that provides ongoing services to the Funthéf service relates
directly to the operations and financial reportofghe Fund. Any individual service that does nateed $15,000 may be pre-
approved by the chair of the Audit Committee. Amgposed service exceeding that cost level regspesific pre-approval
by the Audit Committee
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(e)(2) None of the services included under (b)afave was approved by the Audit Committee pursteaparagraph (c)(7)(i)
(C) of Rule 2-01 of Regulation S-X.

(f) Not applicable.
(9) NonAudit Fees

The aggregate non-audit fees billed by PwC forisesrrendered to the Fund were $42,000 and $21¢0@Re fiscal years
ended 2007 and 2006, respectively.

The aggregate non-audit fees billed by PwC forisesrrendered to the Fund'’s Affiliated Service Rievs that provides
ongoing services to the Fund were $0 and $0 fofisical years ended 2007 and 2006, respectively.

(h) Not applicable as there were no non-audit sess/rendered to the Fund’s Affiliated Service Ritevs that provide
ongoing services to the Fund for the fiscal yeaded 2007 and 2006.

ltem 5.  Audit Committee of Listed Registrants.
Not applicable to the Fun

Item 6.  Schedule of Investments
This schedule is included as part of the Repo&hareholders filed under Item 1 of this Form N-CSR.

Iltem 7.  Disclosure of Proxy Voting Policies and Procedure®r Closec-End Management Investment Companies
Not applicable to the Fun

Item 8.  Portfolio Managers of Close-End Management Investment Companies
Not applicable to the Fun

Item 9.  Purchases of Equity Securities by CloseEnd Management Investment Company and Affiliated Puchasers
Not applicable to the Fun

ltem 10. Submission of Matters to a Vote of Securityolders.

There have been no material changes to the proggthyrwhich shareholders may recommend nomingbe téund’s Board
of Directors.

Item 11. Controls and Procedures

(&) Based on an evaluation of the disclosure cantintl procedures (as defined in Rule 30a-3(c) uheet940 Act),
as of a date within 90 days of the filing datelo$ treport, the Fur's
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certifying officers have concluded that such disal@ controls and procedures are reasonably dekigrensure
that information required to be disclosed by thed-an Form N-CSR and Form N-Q is accumulated and
communicated to the Fu's management to allow timely decisions regardingired disclosure

(b) The Fund's certifying officers are not awareaofy changes in the Fund’s internal controls ovmarfcial reporting
(as defined in Rule 30a-3(d) under the 1940 A@j ttcurred during the Fund's second fiscal quartiéne period
covered by this report that have materially affdcta are reasonably likely to materially affebie Fund’s internal
controls over financial reportin

ltem 12. Exhibits.

(8)(1} The code of ethics pursuant to Item 2 is filed hétte

(a)(2, The certifications required by Rule 30a-2(a) urttier1940 Act and Section 302 of the Sarbanes-Oxéty
of 2002 (the* Sarbane-Oxley Act”) are filed herewitt

(a)(3, Not applicable

(b) The certifications required by Rule 30a-2(b) uniher 1940 Act and Section 906 of the Sarbanes-Qx&gy
are filed herewitt

The certifications provided pursuant to Section 80the Sarbanes-Oxley Act are not deemed “filext”gfurposes of
Section 18 of the Securities Exchange Act of 19B4¢hange Act”), or otherwise subject to the lidhibf that section. Such
certifications will not be deemed to be incorpodaby reference into any filing under the Securifies of 1933 or the
Exchange Act, except to the extent that the Fuediipally incorporates them by referen
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SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934 and the Investment Company Adi940, the Fund has
duly caused this report to be signed on its bdhathe undersigned, thereunto duly authorized.

Fund: Morgan Keegan Select Fund,

By (Signature and Title)s/ Brian B. Sulliva
Brian B. Sullival
President and Principal Executive Offi

Date: October 4, 20(

Pursuant to the requirements of the Securities &xgh Act of 1934 and the Investment Company Adi940, this report has
been signed below by the following persons on Haifahe Fund and in the capacities and on thesdatdicated.

By (Signature and Title)s/ Brian B. Sulliva
Brian B. Sullivar
President and Principal Executive Offi

Date: October 4, 20(

By (Signature and Title)s/ J. Thompson Well
J. Thompson Welli
Treasurer and Principal Financial Offi

Date: October 4, 20(
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